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CHAIRMAN MILTON MARKS:
staff:

••• I would like also to introduce the committee

Darren Chesin, Larry Sokol, and Deborah

Ci~rla.

Campaign finance reform has been an ongoing subject of committee hearings
and legislative negotiations for many years.

The most recent action was the

debate on my SCA 14 and Senator Lockyer's SB 588, both of which are still
pending in the Senate.

Recent events have also thrust campaign finance

reform back to the forefront of public debate.
The lawsuit to revive Proposition 68, the initiative by United We Stand
America, and the adoption of campaign finance reforms by almost every major
city in the state, ensures that this topic will again be a major legislative
and campaign issue in 1994.
The purpose of today's hearing is to provide the committee and the public
with an update on current proposals and highlight local trends and innovative
approaches.

With that goal in mind, we have invited a virtual Who's Who of

campaign finance reformers, from both inside and outside of government, to
testify today.
Supporters of public financing argue that the polls and the passage of
Proposition 68 prove that voters want public financing.

Opponents of public

financing counter that the passage of Proposition 73 and the defeat of
Proposition 131 signal a reluctance by California voters to support public
financing.
In my opinion, the only indisputable fact is that the voters have not yet
had an opportunity to vote for or against public financing alone.
designed to give voters that opportunity.

SCA 14 is

It is not a Christmas tree

festooned with term limits or honorarium ••• GAP IN TAPE ... clutter the
Constitution with details better left to the code books.
SCA 14 simply asks the voters whether they want the Legislature to enact
a comprehensive system of campaign finance reforms which would include
contribution limits, transfer limits, public financing, and spending limits
for legislative candidates.
It is my intent to vigorously pursue passage of SCA 14 when the
Legislature reconvenes in January.

It is also my hope that this hearing will

produce new ideas for reform legislation.

I am very anxious to explore new

and innovative approaches and would encourage those here today to freely
discuss and offer ideas.
Senator Beverly, do you have any remarks you'd like to make?
SENATOR ROBERT BEVERLY:

Thank you, Mr. Chairman.
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I'm just glad to be in

San Francisco.

I have no further remarks.

CHAIRMAN MARKS:

(Laughter)

I'm glad to have you here.

Let's call the first witness.

This is part of my district.

Tony Miller, Chief Deputy Secretary of

State.
MR. TONY MILLER:
CHAIRMAN MARKS:
MR. MILLER:

Can you hear me?
Yes.

Mr. Chairman and Members, my name is Tony Miller.

Chief Deputy Secretary of State of California.

I'm the

I welcome the opportunity to

be with you this morning to share the ideas of the Secretary of State's
Office with respect to the subject of campaign finance reform.
I come to this committee with some 18 years of experience with respect to
campaign finance in California.

I was one of the first five appointees to

the Fair Political Practices Commission in 1975, after having been an early
supporter of what was known then as simply Prop. 9.

I served as a member of

the Commission during •••
CHAIRMAN MARKS:
MR. MILLER:
then.

We'll forgive you for that.

Okay.

It was a long time ago, Senator.

I've matured since

I served as a member of the Commission during its formative first

year, and I helped work through the difficult implementation process of what
was then one of the more revolutionary responses to the loss of confidence in
government that followed in the wake of Watergate.
In 1976 I joined the Secretary of state's Office and became responsible
for formulating and shaping policy with respect to the duties of that office
under the Political Reform Act.

It is a role I continue to perform.

As a

part of that responsibility, and you won't like this either perhaps, Senator,
I have personally assessed and collected some $1 million of fines for the
late filing of campaign and lobbyist disclosure statements.
particularly proud of that figure.

I'm not

If the system were really working as

designed, there'd be no late fines because everybody would file on time and I
wish it were so.
With that background, I wish to focus today on three proposals that I
believe are necessary components of any campaign finance reform program.
These proposals go back to the very heart of what the people thought they
were doing in 1974 with Proposition 9 when they enacted it by a two-to-one
vote margin.

In that sense, my proposals are "Back to the Future".

But just

as Watergate spawned reform in 1974, so should the indictments and
convictions in recent years motivate us to revise the rules of campaign
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financing in California.
My first proposal relates to the automation of the political reform
division -- information -- in the Secretary of State's Office.

It is

absolutely essential if we're going to comply and carry out the mandate of
the Act to computerize the campaign and lobbyist statement information
contained in the Secretary of State's Office.
While the filing history has been computerized in our office for some
time, much, much more needs to be done if voters are to be fully informed and
that improper practices are to be inhibited.
What is needed is an automated direct access system that will provide
accurate, detailed, and timely campaign and lobbying finance information,
with the emphasis on timely.

California has one of the most comprehensive

finance disclosure laws in the nation.

In great detail, it requires public

disclosure of who gave what to whom and when.

But that information is of

little value to the voters unless it is received during that formative
decision-making process that occurs just prior to the election.
The system that we want must be designed to provide the following
capabilities:
The system should provide for the filing of the larger campaign
disclosure statements on line or on diskette compatible with the state's
system.

The law should be changed to require the filing of the larger

reports in this fashion.

It is simply impossible to sift through the

hundreds if not thousands of pages of paper in a short amount of time to
identify contributions and expenditures involved with campaigns such as those
of the Governor.
Filing electronically would provide easy access for those wishing to
examine the statements in detail, as well as save considerable time it would
take to key the information into the state's computer data base.

The law

would have to be changed to permit a digitized or facsimile signature to be
deemed equally valid as the original one.
The system should provide for the creation, maintenance and easy access
of a data base indicating who got what and when.

A user should be able to

punch in the name of the contributor and find out what that contributor gave,
to whom, and when.

A user should be able to punch in the name of a recipient

and find out what was received from whom and when.

A user should be able to

punch in the name of a lobbyist and find out how much was received, who got
what and when.
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The computerized data base should be designed to allow easy access from
remote locations through modems and networks throughout the state.
The images of disclosure statements should be stored on remotely
accessible laser disks.

No more endless cabinets of yellowing paper should

be necessary.
The paper disclosure statements should be readable via OCR technology to
minimize manual keying which is expensive and time consuming <inaudible)
public disclosure.
FAX filings and remote retrieval should be routine methods of reporting
or accessing campaign and lobbyist disclosure statements.
This type of system has been in the conceptual stage for some time within
the Secretary of State's Office.

It is the very type of system that is being

implemented now in our Uniform Commercial Code Division, and its application
to the Political Reform Division is a very close match.

What is lacking in

these difficult fiscal times is the funding necessary to translate this very
good idea into reality.

We are having a difficult time maintaining even our

current level of service in the face of repeated budget cuts.

Clearly this

kind of massive undertaking cannot be accomplished by redirection of already
scarce resources.
We continue to work with Senator Hayden with respect to his Senate
Bill 758 as a vehicle for creating the system needed.

We enthusiastically

support the call in SB 758 for a computerized system.

However, the notion of

charging filers a fee to file statements as a funding mechanism as proposed
in SB 758 usually is contrary to public policy and would not generate the
kind of revenue needed to create and implement the system.
We believe that the compelling need to provide timely public access to
disclosure statements justifies a direct appropriation to design and
implement a comprehensive, responsive system.

We request $200,000 in the

current year budget to conduct a feasibility study report to design and
create an automated system which could, admittedly, cost $2 million or more
if fully implemented.
Would it be worth it?
would certainly hope so.

Absolutely.

Can we do it with less money?

I

We have already discussed using volunteers

organized by Jim Warren from Mountain View, who spearheaded Assemblywoman
Bowen's successful legislative data base access bill to assist us in this
regard.

In any case, campaign finance reform should be begin with automating

the filing and accessing of disclosure statement information, and today I
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solicit your support for that project.
Do you have any questions at this point?
SENATOR BEVERLY:
MR. MILLER:

Where is the bill?

It's on the Assembly side.

SENATOR BEVERLY:
MR. MILLER:

It is?

Yes.

The second proposal I'd like to make relates to

candidate statements in ballot pamphlets.

It is impossible to address

campaign finance reform in California without dealing with the obscenity of
the cost of campaigning.

Money doesn't talk in California -- it shouts.

The

mother's milk of politics has become a vast gusher of green as cash pours
into campaign coffers and out to a voracious army of campaign consultants and
media manipulators.

We're finding that out.

In a major campaign, the only way to reach the huge numbers of voters one
has to reach with a message is through the electronic media, and the sucking
sound one hears is not jobs going to Mexico a la Ross Perot but instead is
that of radio and television stations raking in the cash.

Former Fair

Political Practices Commissioner Mickey Ziffren once described the June and
November exercises every two years as more like auctions than elections.

She

was right.
We need to level the playing field so as to provide an alternative method
of reaching voters with a message other than 30-second sound bites on the
tube.

Therefore, beginning at the June 1994 Primary Election, the Secretary

of State will place in the California Ballot Pamphlet optional statements and
photographs of candidates for statewide office.

The statements will be

limited to a 100-word, first-person discussion of the candidate's background
and qualifications.
CHAIRMAN MARKS:
MR. MILLER:

Will that be done without cost to the candidate?

That will be done without cost to the candidate.

This program will be continued in subsequent elections, and it is my hope
that it will be expanded to include legislative and congressional races in
future years.

A copy of the procedures to be recommended, we are

implementing, for the June Primary is at the end of my testimony.
This kind of program has worked very well in the states of Alaska and
Oregon and Washington.

It also works well at the local level here in

California.

The concept was contemplated by the drafters of the Political

Reform Act.

The cost of including the statements in a statewide primary is

estimated to be approximately 4 cents per registered voter and much less in a
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general election since there are fewer candidates.

That is a very modest

investment in terms of providing valuable, timely information to voters.

I

urge that legislation be adopted to make this program statutory and to
provide funding to extend it to legislative and congressional races.
The third proposal I'd like to make this morning relates to prohibiting
lobbyists from making, serving as agents for, or arranging contributions.
The third and final proposal I'm offering today is directly related to
the significant link that has long existed between lobbying and campaign
financing.

As adopted by the voters in 1974, the Political Reform Act

attempted to sever that link by specifically prohibiting lobbyists from
making, acting as an agent for making, or arranging for campaign
contributions.

It was one of the cornerstones of the Act, and it was

designed to directly attack the basis for the perception that some
legislators could be bought with campaign contributions.
Despite the overwhelming voter support for the Political Reform Act of
1974, the prohibition on lobbyists making or arranging contributions never
came into being.

That's because the California Supreme Court struck down the

prohibition as unconstitutional on the grounds that it constituted a
substantial limitation on associational freedoms of lobbyists and was not
closely drawn to avoid unnecessary abridgment of those freedoms.

The court

simply could not go along with the prohibition against all contributions by
all lobbyists regardless of the size of the contribution or whether the
lobbyist had a lobbying relationship with the recipient.

And there the

matter has been left.
SENATOR MARKS:
every bill.

Every legislator has an association with a lobbyist on

That would prevent lobbying on all legislation.

MR. MILLER:

Depending upon the definition of "use", Senator, the

original approach was if you were a lobbyist under registration formed to
lobby any bills, had contact with a legislator on that particular bill, he
would be prohibited from making a contribution or arranging a contribution.
And indeed that was, that's what the Act was, to prevent lobbyists, not
lobbyist employers or other people, but lobbyists themselves, from making a
contribution or arranging the contribution.
SENATOR MARKS:

Every bill, regardless of whether or not the lobbyists

have direct contact with the legislator, is heard by every legislator.
this would prohibit any legislator getting any contribution from any
lobbyist?

-6-

So

MR. MILLER:

Depending upon how broadly or narrowly that the provisions

were drafted, the court would be required to narrowly draft it.

If a

lobbyist was commissioned to petition a legislator and personally lobby a
legislator on a bill, then the lobbyist would be prohibited from making a
contribution to that legislator personally or as the agent or to arrange it.
Again, that goes into narrowing it so that it is not overbroad -- it focuses
it, not overbroad or going too far.
Given the spate of the indictments and convictions in recent years
involving lobbying and campaign financing, I submit that it is time to
reinvent the Political Reform Act's initial limitation by drafting a narrowly
crafted provision that prohibits a lobbyist from making or arranging a
significant campaign contribution to someone being lobbied by the lobby.
Lobbyists, of course, serve a vital function in terms of providing
information and articulating positions to our elected representatives, and I
certainly do not intend my comments to reflect negatively on a worthy
profession and the vast percentage of practitioners of it.

However,

lobbyists should come to the table with persuasive arguments, not pernicious
checkbooks, and that should be a matter of law, not just ethics.

I believe

my proposal is both constructive and constitutional, and I urge your
consideration of it.
Campaign finance reform is a complex subject, and every proposal must be
analyzed in terms of unintended consequences.

However, the proposals I have

made today are a starting point, and I welcome the opportunity to work with
you and your staffs on their refinement and their implementation.

And I'd be

pleased to answer any questions you might have.
CHAIRMAN MARKS:

Let me ask you a couple of questions, Mr. Miller.

As

soon as Dr. Eu assumes her ambassadorship in Micronesia, you will be the
acting Secretary of State; isn't that true?
MR. MILLER:

I would be acting Secretary of State pending the appointment

confirmation of a replacement by the Governor or by replacement by election.
CHAIRMAN MARKS:

I look forward to continuing the good working

relationship we've enjoyed with your office.
MR. MILLER:

I would hope to.

CHAIRMAN MARKS:

When the Political Reform Act was passed in 1974, it was

argued that campaign disclosure would discourage candidates from accepting
special-interest money.

Obviously that didn't happen.

Do you think increasing public access to current campaign reports would
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achieve those original goals, or do the voters simply not care?
MR. MILLER:

I think voters do care.

And I think that if we were able to

provide really timely information within a day or two of their filing and if
we have this computerized capability and we can do that, I think it will have
an effect.

I think voters do care.

They care about other things too.

That

should be part of the equation in which they examine in terms of deciding how
they're going to vote, so I think it's very important.

That was the essence

of the Act, and I don't think it was misplaced, if people agonize about who
gives what to whom, and I think that should be factored into their
decision-making process, and a computerized system will facilitate that now.
CHAIRMAN MARKS:

Thank you very much.

We appreciate your coming.

Any questions, Senator Beverly?
SENATOR BEVERLY:

(Inaudible)

Senator Hayden is proposing that there be

a charge for filing?
MR. MILLER:
looked at.

That's correct.

That's the funding mechanism that he has

And I understand that perspective in the sense that the money is

just not there to do those kinds of things.
source, and that is a funding source.

You have to find a funding

I just think that this is so important

that we should devote the General Fund resources to this.
that we do it.
required by law.

It is so critical

I have a real problem with charging filers to file something
It's like charging you to file your tax return.

This

doesn't strike me as being appropriate.
SENATOR BEVERLY:

I agree with you.

Let's go on to the second thing --

publication of candidate statements in the ballot pamphlet.
MR. MILLER:

Yes, right.

SENATOR BEVERLY:
MR. MILLER:

Just statewide candidates only.

SENATOR BEVERLY:
MR. MILLER:

You're going to do that on, what, statewide candidates?

Yeah.

(Laughter)

That's under legislative authority?
It's pursuant to the Political Reform Act which

allows the Secretary of State to include in the ballot pamphlet those things
that he or she believes will be useful to the voters, and we believe this
will be very useful to the voters.
SENATOR BEVERLY:
MR. MILLER:

You could do it (inaudible) existing law?

We could.

We could.

It's just possible.

We'll run

into ... there's logistical problems doing it sooner rather than later because
you have to make the ballot pamphlet voter type or voter ballot produced
specific.

Obviously (inaudible) provide candidate statements for all
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Congressmen to all voters.

It would have to be specific to that voter.

So

there's a lot of work that has to be set up to make sure that the voter gets
an accurate ballot pamphlet.
SENATOR BEVERLY:

You indicated, I think, in here you're going to go out

and get some local ...
MR. MILLER:

Of course, most jurisdictions have printed statements.

Some

jurisdictions have photographs as well, in San Gabriel Valley, and some other
local jurisdictions in California.
SENATOR BEVERLY:
MR. MILLER:
they do.

And the candidates pay for that?

Currently, with respect to -- it's optional, and generally

Generally, the local jurisdictions have the authority to provide it

without charge as opposed to a charge.
SENATOR BEVERLY:

I've never been satisfied that it works well or not.

When that (inaudible) first started, I was a city attorney for <inaudible) it
was my lot to review the candidates' statements and have them censored.
MR. MILLER:

Was it successful?

SENATOR BEVERLY:

No, it was terrible.

I wouldn't want to do it again.

In New York City, the clerks do it now.
MR. MILLER:

Well, they're having a particularly difficult time now

because of a court decision which limits their ability to access the
statement.
SENATOR BEVERLY:

But I noticed the statements are no longer just

statements of the background and qualifications of the candidates.

They tend

to take a swing at the opponent.
MR. MILLER:

Our proposal, as you will see on the attachment, is to limit

it to background and qualifications and we think that is constitutionaly
justified and also necessary.
we will have access.

Procedurally, we're setting up a process where

It will go to court and the court will decide whether

it is consistent with the law.
SENATOR BEVERLY:

In much the same fashion as we do now with

Proposition 9?
MR. MILLER:

Right.

It will be part of the overall scheme to challenge

the ballot pamphlet material.

That's the only way to do it constitutionally.

(Inaudible)
SENATOR BEVERLY:

One last question:

On your third point of lobbying and

campaign contributions, you suggest narrowly drafting the provision to
prohibit the lobbyists from making a large contribution.
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What do you have in

mind?

How would you narrow it?

MR. MILLER:

Well, significantly.

Maybe limit it to (inaudible) $1,000

or whatever, but not $5,000, $10,000.
involved here.

That's a tough one.

also, just picture a lobbyist.

So you have to look at the numbers
You'd (inaudible) Legislature.

And

If you have no contact with a legislator, you

should not be barred from contributing to that legislator, if there's no
contact.

I understand Senator Marks' observation that all lobbyists have an

association with all legislators.
association.

That's true that there are levels of

There's a difference between the interaction •.•

CHAIRMAN MARKS:

Now I'm the Chairman of the Committee.

Every bill

relating to elections comes before the Committee and is heard and this would
prohibit any lobbyist contributing to my campaign.
MR. MILLER:

My suggestion would be to limit it to those situations

that are specified in the registration that the lobbyist cannot lobby any
bills he or she has a vested interest in.

If that lobbyist has direct

contact with you with respect to one of those items, then the limitation
would apply.

I think we need to craft something that is going to survive

constitutional scrutiny.
SENATOR BEVERLY:
MR. MILLER:

Do you have a legal opinion now?

Just my own.

CHAIRMAN MARKS:
MR. MILLER:

And if it can be done, then it should be done.

Thank you for coming.

I appreciate it.

CHAIRMAN MARKS:

Tracy Westen.

MR. TRACY WESTEN:

Mr. Chair, my name is Tracy Westen, and I'm the

Executive Director of California Commission on Campaign Financing which is
located in Los Angeles, and I appreciate the opportunity to come before you.
Just a word of background on the Commission.
has existed ten years.

It's an organization that

It's a statewide, bipartisan, non-profit organization

of leading California citizens who research and recommend campaign
finances •.•
CHAIRMAN MARKS:
MR. WESTEN:

Who is the chair?

The current Chair is Rocco Siciliano, former Chairman of the

California Business Roundtable; Frank Wheat, retired senior partner at
Gibson, Dunn & Crutcher; and Cornell Maier, former Chair of Kaiser Aluminum.
CHAIRMAN MARKS:
MR. WESTEN:

All Republicans.

Two Republicans, four Democrats.

SENATOR BEVERLY:

Is this the body with speaker, former Speaker Monagan?
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MR. WESTEN:

Former Speaker Monagan is on the Commission.

Warren

Christopher and Bob Buchannan are well-known Democrats who have been
Commission Members since they retired to Washington.
Clair Burgener is on the Commission.
Stanford.

Bob Monagan is on,

Don Kennedy, former President of

We also have two former Supreme Court justices, Frank Richardson

and Joe Grodin, as well as Herma Hill Kay, Dean of the School of Law at the
University of California, Berkeley.

It is an interesting and I think a very

capable group.
Since the formation of the Commission, it's published six reports on
campaign-financing related issues, two on statewide campaign financing, two
on local campaign financing.
financing.

It's published two reports on ballot initiative

It is working on the subject of judicial campaign financing.

We

should have those reports out by the end of this year or the beginning of
next year.
I want to make some brief comments about the needs of campaign financing
reform at the state level.

I will also describe some interesting and

innovative experiments that are being conducted at the local level that may
be of benefit to you.
Briefly at the state level the picture is (inaudible).
trends characterize campaign financing.

I think five

Firat, historically, when you look

back over 30, 35 years, you see spending has risen dramatically, about 4,000
percent, over 4,000 percent, during that period, which is about a 250 percent
increase every two-year election cycle for the past 35 years.
The second trend is the disappearance of the small contributor.
Ninety-two percent of the money is raised by the state Legislature.

State

legislators function outside their own districts; 13 percent comes from
individuals; and only 6 percent in small contributions of $100.
By contrast, the third trend is the growth of large contributors in which
prior to the period in which Prop. 73 was in effect about half, perhaps more,
of the money comes in $5,000-plus contributions.
The fourth trend is the significant fundraising advantage by incumbents.
Figures vary, depending on where you look.

This advantage ranges from

5-to-1, 10-to-1, sometimes 15-to-1.
The fifth interesting trend is the importance of off-year fundraising,
fundraising in non-election year.

About one-third of all the money raised in

a two-year election cycle comes in a non-election year.
course, 99.7 percent is raised by incumbents.
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And of that, of

The challenge is basically not

to use off-year funds to build up a head of steam.

Virtually all

(inaudible) .
I think there are several consequences.
First, candidates spend too much time and money raising money and not
enough time thinking about the issues, and needing to get elected.

The

pressures are enormous on candidates to raise money in a kind of arms race
environment.
Secondly, many newcomers would like (inaudible).
Third, there is, of course, the public perception, imagined or not, that
the corruption in the legislative process is widespread.

Now my own personal

view is that it is far less widespread than the public belief.

That public

belief is undermining the integrity of the governmental system and I think
that is a serious problem we all have to acknowledge.
The fourth consequence is the new legislators (inaudible).
constituents, the voters and their campaign contributors.
completely separate.

Their

They're almost

It puts the new legislators in a conflict in which the

voters may want one thing and the contributors may want another.
A fifth consequence is the general loss of public confidence.
many polls and you can look at them.

There are

In 1990 the Los Angeles Times conducted

a statewide public opinion poll in which they concluded that two out of three
voters think it is commonplace for legislators to take bribes and that
legislators are "for sale to the largest contributor".

Again, I would think

that is damaging and is undermining the integrity of the governmental system
and has other consequences.

Three out of four people polled believe that the

state is run by big interests rather than the benefit of the people.
When asked what the greatest problem was the people polled (inaudible)
through campaign contribution.

In other words, the voters linked campaign

contributions to their general loss of confidence in government.

In 1992, a

statewide public opinion poll revealed pretty much the same thing.
Eighty-nine percent said that the elected officials pay more attention to
campaign contributors than to constituents.

Eighty-eight percent said the

way campaigns are financed in California was "a mess" and should be
fundamentally reformed.

By the way, 88 percent concluded that we needed

campaign finance reform, only 78 percent supported term limits, just 10
percent more for •.•
CHAIRMAN MARKS:
MR. WESTEN:

(inaudible) the people supported it.

Those figures are very high.
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Campaign finance reforms

had even stronger support in 1992.
The sixth consequence is a result of this.

I think this is an important

consequence, difficult to measure, but in my view is being a shift away from
trusting representative government and a movement to direct democracy.
ballot is first in importance.

Between the 1960s and 1970s in California the

actual number of ballot initiatives on the ballot tripled.
and '80s, they doubled again.
halfway towards (inaudible).

The

Between the '70s

And in the 1990s by 1992 we were already
So I think what people are doing in frustration

is move to enact legislation directly, and that is increasingly curtailing
the legitimate discretion of the Legislature to enact its laws (inaudible).
So one of the long-term consequences of this campaign finance problem is the
Legislature is being increasingly curtailed by doubt.
Now what do we do about it?

Well, I'm not going to spend a lot of time

as you are familiar with our approach.

Generally, we've looked at a full

range of options, contribution limits, expenditure limits and so forth, and
we've concluded that the package of contribution limits and expenditures,
backed by limited matching funds is the best overall approach, and we've
drafted a number of proposals both at state and local level with matching
funds.

Now the polls that we've looked at in 1992 showed that 77 percent of

the people are real supportive of a package like that.

When the package is

broken apart, you get 90 percent support for contribution limits and
88 percent support for expenditure limits and 86 percent support for public
matching funds.

With a package like that you could get 75 percent of the

voters we polled to support.

As you know, in Los Angeles a few years ago

(inaudible) were put on the ballot, which were approved by the voters.
figures are backed by (inaudible) nationally known pollsters.

These

She also

concludes that the public would support public financing if in part the
package would include contribution limits, and expenditure limits as well.
One statistical report (inaudible), as you know, two initiatives were
passed in 1988, Propositions 68 and 73.

The Supreme Court said both were

comprehensive schemes, because Prop. 73 got more votes, Prop. 68 was invalid.
And a federal court said (inaudible), and a number of individuals have taken
Prop. 68 back to the California Supreme Court, arguing if Prop. 73 is
invalidated (inaudible) that Prop. 68 should be reinstated.

The Supreme

Court accepted that argument and will listen to oral arguments next week,
November 2nd, election day in Sacramento.
sure what it is.

There's an irony there.

I'm not

In any event, we may know by the end of the month whether
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Proposition 68 would be reinstated or not.

If reinstated the public

financing component probably will not go into effect until the 1995-96
election cycle simply because there has been no time for the public financing
funds to build up.

It may be, however, that contribution limits would go

into effect right away and of course it's possible the Supreme Court would
not make the change.

Most lawyers I have talked to give it a 50-50 chance,

depending who you talk to.
SENATOR BEVERLY:
MR. WESTEN:

Are you a party in amicus?

No, no.

Some of our individual Commission members

(inaudible) Warren Christopher, for example, was a party to that.

The

Commission, as a non-profit organization itself is not a part of that.
SENATOR BEVERLY:
MR. WESTEN:

(inaudible)

CHAIRMAN MARKS:
MR. WESTEN:

Mr. Warren.

(inaudible)

That is outside my expertise.

My sense is that there's an

old story of a submarine captain that was out on his first cruise and
floundering around in heavy seas and the admiral telegraphed over:
hell are you doing?"

And he answered back:

"What the

"I'm learning a lot."

Now what's happening at the local level?

Although there's been various

movements at the state level, for the last two decades there have been a
number of initiatives at the local level.

First of all, some cities have

considered adopting a comprehensive package.

By that I mean contribution

limits, expenditure limits and matching funds.

Most significant is Los

Angeles which adopted that by 57 percent of the voters in 1990 and Ben Bycel
is here to talk in great length about that.

Our sense of that is that it's

working quite well and it may be something worth pursuing (inaudible).
cities are strengthening their contribution limit ordinances.
for example,

Other

Orange County,

(inaudible) disqualification ordinance, if a supervisor receives

over a certain amount of money, he (inaudible) he then must disqualify
himself from voting on any matter affecting that contributor.

And last year

they tried to eliminate that code from the state Constitution (inaudible) and
also allowed some supervisors to raise very large sums of money, particularly
by saying, "Oh, I'll just disqualify myself if it ever comes before me."

So

there seems to be a move, at least in Orange County away from
disqualification ordinances.
Sacramento has adopted contribution limits in 1992.
have restricted off-year contributions (inaudible).
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Interestingly, they

They said candidates, in

off-years, cannot receive more than $10,000 in non-election years for city
council members, $20,000 for Mayor.
San Diego is worth commenting on, at least since I'm looking at San
Diego.

An interesting situation (inaudible) toughest campaign finance

ordinance of virtually any city in the country.

San Diego says that no one

can give more than $250 to any candidate and the only contributors can be
individuals.

No corporations, no PACs, no (inaudible).

only from individuals.

A flat $250 limit

Despite that, according to our research, San Diego

can't solve the campaign finance problem, in particular in the area of
funneling.

That is to say that the lower the contribution limits the more

there is the desire to get around it by funneling lots of small
contributions.
funneling.

And many individuals in San Diego tell us (inaudible)

For this reason we conclude contribution limits alone will not be

satisfactory.

But I will come back to that at the end of my testimony with a

few alternatives.
There's another approach that some cities are thinking about.
approach used back in 1989 which is called variable contributions.
nutshell, it works as follows:

It's an
In a

a city will set a low contribution limit,

about $100 per candidate, but then say if you care to voluntarily limit their
expenditures then they can raise funds equal to an amount (inaudible).

In

other words, there are two sets of contribution limits -- a lower one if you
don't limit your spending, a higher one if you do.

The value of the system

is that it encourages candidates to limit their spending.
financing connected.

There's no public

Now there's never been a United States Supreme Court

test of this proposal.

Despite that, the City of Oakland has recently

adopted that approach and I understand there are some of the local
representatives here to talk about that.

Now, the City of Scotts Valley has

adopted that approach and variable contribution limits have now been adopted
by both Kentucky and New Jersey as part of a public financing scheme as well
(inaudible).

The Federal Court of Appeals has ruled on, I'm sorry, Rhode

Island has adopted that, and a federal court of appeals has upheld the
variable contribution limits law in Rhode Island, so it looks like it will be
constitutionally acceptable.
done at the local level.

There are other interesting innovations being

Limits to off-year fund raising are being

considered, aggregate limits of nonindividual contributions are being
considered.

The City of San Diego has an innovative provision that says the

recipients of only cash contributions if the employer (inaudible).
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As a

result, as the Secretary of State will tell you, California, although the
state requires the employer to list (inaudible) and San Diego has
(inaudible).
consider.

Finally, let me suggest two other ideas you may wish to

First of all, we support Tony Miller's recommendation to

computerize files.

Some states have moved in this direction.

about it, the current system is very inefficient.

If you think

Candidates will now almost

invariably enter their contribution statements into a computer.
words, they digitize the information.

In other

They go to print it out and dedigitize

it, mail it to the Secretary of State who then have to redigitize it and
re-enter it into a computer.

It would be a lot simpler if we simply asked

the candidates to file their statements on a computer disk that is compatible
with the Secretary of State.

If all candidates did that, we could probably

have overnight count, download it into a computer and the next morning we
could have results.

So it seems to us to be a much more efficient method and

one that would greatly improve the disclosure of candidate contributions and
expenditures.
Another idea that we're working on that I'll just offer for consideration
and something perhaps that the Secretary of State could consider (inaudible)
and that is to give to, to use television, cable television as a way of
improving the distribution of information by tape.

For example, the

Secretary of State could distribute two- to three-minute talking candidate
statements of all candidates to the State Library.

They would be produced

(inaudible) candidates' backgrounds, only the candidates would appear, no
graphics, no walking on the beaches, (laughter) ••.
back to back.
back.

Those could be packaged

So you'd have the Governor and Lt. Governor appear back to

You would have basically a half-hour program.

That videotape then

might be made available to libraries, schools, public facilities, but more
interestingly, they could be distributed throughout public access channels,
cable, might be distributed through governmental access channels.

There are

130 or more cities and counties that have governmental access channels.
can be viewed on the California Channel.

They

There may be ways, in other words,

in which the state can assist in creating an alternative form by which
candidates can appear in a more direct way to the voters.
That concludes my comments and I'd be happy to answer any questions you
might have.
CHAIRMAN MARKS:

Thank you, Mr. Westen.

We appreciate your efforts.

Let

me say I personally am in favor or limiting campaign expenditures and would
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like to make it retroactive.
MR. WESTEN:

That would be a trick.

CHAIRMAN MARKS:

San Diego campaign limits -- let me ask one more

question.
MR. WESTEN:

Sure.

CHAIRMAN MARKS:
individuals only.

San Diego limits contributions to $250 per election from
Yet I understand San Diego candidates are still able to

raise and spend hundreds of thousands of dollars.

How are they able to do

this and doesn't this suggest that contribution and source limits alone are
ineffective?
MR. WESTEN:

I think it does.

We've concluded that at least the numbers

in which very low contribution limits have done very little to slow the
increase in campaign spending.
another.

San Diego is a good example; San Francisco is

The voters reduced, back in 1986, reduced San Francisco's

contribution limits from $1,000 to $500.

In its first election after that

reduction, all three candidates for Mayor, for the first time in San
Francisco history, broke the one million dollar spending (inaudible).

So

reducing contribution limits has the effect of forcing candidates to work
harder.

It pushes them into (inaudible).

In other words,

(inaudible) and at

the very low level it probably will stimulate independent people to spend
money for or against a candidate on their own.
So if you're trying to slow the pressure of candidates to raise funds, then
the lower the contribution limit, the more the pressure.
longer and harder raising money.

They have to work

We say that they do in fact do that.

And

generally their contribution limits will not slow that increase.
Now when Prop. 73 went into effect, it had contribution limits for
legislators in statewide races.

Spending did drop off here in that period,

but we have to look at (inaudible), that maybe the drop off had a lot to do
with the ban on (inaudible).

But in any event, there's considerable data to

indicate that lower and lower contribution limits simply will force
candidates to work harder at (inaudible).
CHAIRMAN MARKS:
MR. WESTEN:

How often does your organization meet?

It depends.

Right now we're meeting probably every

Tuesday.
CHAIRMAN MARKS:
MR. WESTEN:

In Los Angeles?

We meet alternately between Los Angeles and San Francisco.

Right now we're looking at the problems of campaign contributions and
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expenditure limits and we're preparing our final recommendations.
CHAIRMAN MARKS:

I'd be interested to hear if you support the concept of

public financing.
MR. WESTEN:
different ways.

When we started the Commission, I'd say they were all
Some were strongly against public financing; some were

supportive of it; and many simply had no opinion.

And after spending several

years looking at the problem, all of them unanimously, without a single
dissent, concluded that without public financing, you wouldn't get
expenditure limits, without expenditure limits, campaign finance reform
simply wouldn't be effective.

So some enthusiastically, some reluctantly, I

will tell you, have concluded that without limited public matching and
expenditure limits most campaign finance reforms will not be effective.
SENATOR BEVERLY:

On the subject of off-year campaign funds, what is your

proposal?
MR. WESTEN:

The Commission's recommended that off-year fundraising

should be eliminated altogether.

Or if not, there be a small aggregate cap

placed on it, around $20,000 to $30,000.
SENATOR BEVERLY:
MR. BEN BYCEL:

What did Los Angeles (inaudible)?
Mr. Chairman, my name is Ben Bycel.

I'm the Executive

Director of the Los Angeles Ethics Commission.
We have blapkout periods in which they are different for the Mayor,
different for the city council.

We cannot raise any funds for a period of 18

to 24 months after your election.
SENATOR BEVERLY:
MR. BYCEL:

You will be a witness before us?

Yes, I am.

SENATOR BEVERLY:
MR. WESTEN:

I thought I heard you say something about $10,000.

That was in Sacramento, as I recall.

Sacramento has

limited, put a, city councilmen cannot raise more than $10,000 in an off year
and the Mayor cannot raise more than $20,000.
SENATOR BEVERLY:
MR. WESTEN:

Total aggregate.

CHAIRMAN MARKS:
Pam Coxson.

In the aggregate?

Thank you very much.

We appreciate your being here.

Supervisor Hallinan is supposed to be here with you.

MS. PAM COXSON:

I would rather he testify first (inaudible).

CHAIRMAN MARKS:

Why don't we wait.

Bill Selmeier, West Valley Chapter

President of United We Stand America.
MR. BILL SELMEIER:

Thank you, Senator Marks, and other distinguished
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members of the committee, for this opportunity to be heard today.

We

sincerely appreciate this opportunity to hear what wiil be said and to be
heard ourselves today.

Campaign finance reform is a subject of central

significance in United We Stand and I'm sure to each of you.
I'm a member of a young organization, the California members of the
United We Stand America.

A year ago, our organization didn't exist.

Two

years ago, almost all of us had no direct involvement with the political
process except for voting.

We are not political professionals.

cases, we didn't even know any professional politicians.

In most

We're the people

who went to our jobs in our manufacturing or hospital or retailing or banking
companies.

Maybe we work in a county government job, but it is probably a

non-elected job.

We've paid our taxes, watched what political specialists

did by seeing the evening news.
Once or twice when the news might include something about our company, we
got some measure of how the news would treat it and how fairly or accurately
it reflected what we felt was the truth.

Back then, subconsciously, I guess,

while we said that we had elected our representatives and they represented
us, we were concerned that that might not be totally true.

We were

frustrated that people have gained influence for personal gain by selectively
underwriting the electorate process.

As we know now that this also

frustrates many inside politics too, they sometimes come to us with their
stories.
In our jobs, we knew how to compete to make a sale -- what was allowed
and what wasn't allowed.

We knew, as I'm sure you each knew, that even

though we might help our chances for eminent sale by taking our customer on a
vacation to Hawaii or singing for his child's birthday, such competition is
wrong because then the decision would be made for the wrong reasons.
it may make us look good in the short-run, we got the business.

While

In the

long-run, it was terrible because one decision made this way led to another
and then another.

Before very long, the entire fundamental concept of

economic competition breaks down.

United We Stand America members are very

concerned about the long-run implications of what we do today.
In our work a few years ago, even if our product was the best, if you win
in the wrong way you're still self-destructive.

And 20 or 30 years ago, many

of us worked for companies that required its employees to annually review
business conduct guidelines and certify that they would not compete except on
the benefits of the product and the terms of the offer.
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My young organization is full of people that believe in these old ideas.
Further, we know that profits start with each of us as individuals and it
starts with us today.
We also believe in representative government.

By that, we mean that

fairness in government is served by having my Assemblyman, person, Senator,
represent the people in my locale, specifically, in Santa Clara County,
exclusively, and to the best of their ability.
CHAIRMAN MARKS:

So does that mean that the Senator or Assemblyman should

not be involved in the other issues not directly relating to our district?
MR. SELMEIER:

No, not quite.

People in Yolo County, for example, or

Ventura County, would be represented in a similar fashion by their Assembly
person and their Senator and that any conflict of interest in the legislation
between the different areas would be worked out by the Assembly people
themselves.

So you would be involved in the other county's activities.

just that you wouldn't be funded by the other county's activities.

It's

It's not

right for someone with very large resources to keep his share of many
Senators or Assembly persons to focus on his problems.
elect or influence our representatives.

Dollars should not

People should.

Lastly, I mentioned earlier that we are anything but experienced in the
political process.

That should be very clear.

complexities that must be here.

We do not appreciate the

We believe the direct and straightforward is

the most understandable and implementable.

There's no language shorter than

the Penal Code, and the Codes of Ethics and most religions are shorter still.
So how do we get to this position?
for election reform.

Well, we have proposed an initiative

In the first quarter of 1993, all the hoopla of the

election process had died down.

Many of the people originally in the Perot

petition drive who were focused on electing a President were gone.

What was

left were the people who got into the process out of frustration with how
things were done in government.
In Santa Clara County, many of these people started gaining every two
weeks, then every week, and then even more.

They were joined by others that

had not participated in the petition drive but shared the frustration.
Interestingly, our newly elected state chairman of UWSA of California who's
place I am taking.
CHAIRMAN MARKS:
MR. SELMEIER:

It's one of those individuals.
What is his name?
Kirk MacKenzie.

This organization today is focused on issues, not candidates.
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We started

the meeting with first 20 people, then 60, then 85.
priorities on issues were.

We identified what our

Every evening generally included a ballot that

quantified the consensus of the group on priorities and positions on issues.
The fiscal management of government -- by that I mean primarily the national
debt

and government reform were always the top two contenders percent.

Then we asked each attendee did they want to wait for solutions from the
appropriate capital, from Washington or Sacramento.
for the capital or the UWSA at Dallas, Texas.
wait for anyone.

Did they want to wait

The answer was always:

Let's see what can be done now.

Do not

That started a process

that evolved over six months, culminated in a vote by the UWSA's California
board to support an initiative which we call "Can't Vote".
is very direct and straightforward.

This initiative

It goes a long way towards leveling the

playing field for candidates.
Its most significant proviso is if you cannot vote for a candidate, then
you cannot fund that candidate's election process.

Because people in the

candidates• districts are the only ones who can vote for a candidate, they
are the only ones who can contribute, similar to other things you stressed
this morning -- corporations, PACs other candidates for less competitive
races, and individuals residing outside of the candidate's district may not
provide funds.

Further, the amount of money any one individual may provide a

candidate is limited to $1,000.
Now certainly we see this as changing the character of the election
process.

It will likely even strip the funds spent in running for office,

but it is broadly and evenly applied to all candidates.
the number of votes, it is scaled to the size of the job.

Since it is tied to
Races for

Governor, for example, have more voters and can obtain contributions from
more individuals than some candidates for the Assembly.

It is simple to

understand, and we believe it would be simple to implement, that voters and
contributors can easily understand what is allowed and what isn't.
In summary, we believe this initiative goes to the heart of the election
influence peddling process in a direct and straightforward manner.

It may

appear to limit some, but it fulfills the criteria of achieving the greatest
good for the greatest numbers.
And I want to extemporaneously say here we don't see all the politicians
as being cruel or collecting money inappropriately, but we do see that, where
we have situations like the savings and loan debacle, the number of people
who were so-called very respected individuals who were directly, inexplicably
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tied to those kind of things.

There's a strong need for this kind of

initiative.
Thank you very sincerely, Senator, for the time you provided United We
Stand America.

And if there's any questions, I'd be happy to .••

CHAIRMAN MARKS:

How much are you limiting the expenditures,

contributions, for the term-limit candidates, senatorial candidates?
MR. SELMEIER:

All candidates are the same.

It's the size, the number of

voters, that changes the amounts you can collect; and they're limited to

$1,000.
CHAIRMAN MARKS:
MR. SELMEIER:

(inaudible).
Well, we think it really will be changing, the amount of

money that's spent on campaigns.

You really can understand that.

But the

campaign, I think the numbers cited earlier, where the, every campaign keeps
growing at an astonishingly great rate, I think we all understand there's no
free lunch.

We have to have it paid for somewhere.

We're a little bit

concerned that eventually, whether it's paid for by the products we buy or
whatever, it's coming back to the people who are living in the state.
CHAIRMAN MARKS:
(inaudible).
Sonoma.

The only problem that I see in your proposal

For example, I represent part of San Francisco, Marin and

I also represent other areas in the State of California I'm called

upon to vote on matters that affect Los Angeles all the time.

Therefore, a

contribution from Los Angeles would be inappropriate to my campaign.
MR. SELMEIER:

Well, we're aware, Senator, that there have been certain

findings that that's true.

But I go back to our statement that we believe

that we represent the people who elected you and that people in Los Angeles
have electors and representatives that they elected and that the two of you
need to work out on what's best in all cases.

And we fully understand.

A

certain example would be whats going on down in Southern California where we
would expect to pay part of trying to help them recover.

We wouldn't find

any disagreement in that or any difficulty with that at all.

So we believe

that is part of your responsibility as our elected representatives to work
out what's best for all of California that you represent people in your
district.

It becomes difficult when you have someone with a large amount of

money who doesn't live in your district, who is influencing yours and I think
that the numbers that were given were amazing, and what percentage of the
funding comes from outside the district, that if you believe in the
straightforward concept of you representing people who are in your district
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who can vote for you, who's paying these people?
SENATOR BEVERLY:

What is your answer for a Senator who represents an

inner city district in Los Angeles with lots of poor people (inaudible)?
MR. SELMEIER:

Well, one of the things about this thing is it's

self-leveling because all the candidates in that district will have the same
opportunity and that's what we provide.
It must be amazing to people in the inner-city who can't fund a candidate
how much time can be bought on television, how much media can be (inaudible).
SENATOR BEVERLY:

What's your answer to a situation where an owner of a

large agricultural holding in Kern County lives in Pasadena and he can't
contribute to a candidate who has direct access to the control of his major
holding of land?

I assume he's prohibited.

MR. SELMEIER:

Where does he vote?

SENATOR BEVERLY:
MR. SELMEIER:
Kern County.

Pasadena.
He votes in Pasadena?

He can't vote, can't contribute in

He may very well have people working on the farm and registered

in Kern County.
SENATOR BEVERLY:
MR. SELMEIER:
CHAIRMAN MARKS:

Only individuals can contribute, no corporations?

No corporations.
Thank you very much.

We appreciate your being here and

explaining your proposal.
MR. SELMEIER:
CHAIRMAN MARKS:

Thank you for the opportunity.
Let me call upon next Supervisor Hallinan and Pam

Coxson.
SUPERVISOR TERENCE HALLINAN:

Sorry.

I understand I missed the first

call.
CHAIRMAN MARKS:

That's all right.

SUPERVISOR HALLINAN:

Pam and I, Ms. Coxson and I are both here

representing the project that is currently attempting to put an end to
"Friends" accounts in the City and County of San Francisco with a proposition
and initiative that's on the ballot, Initiative X, at this November's
election, which will completely put an end to "Friends" accounts.

There's a

counter proposition which was put on at the last minute by some of the
supervisors to limit the "Friends" accounts to $250 a year which •••
CHAIRMAN MARKS:

Which proposal is that?

SUPERVISOR HALLINAN:

That's "W".

I think Pam and my thinking is pretty

much the same along the same line, in that the "Friends" accounts, which are

-23-

accounts limited to incumbents, that is, only incumbents can have these
"Friends" accounts, and it gives the incumbent an unfair advantage over
non-incumbents.

I know that was the Compliance Project's line of thinking.

My main concern was the influence or the effect that those contributions have
on your political action when you're in office; that is to say, when a person
makes a contribution to help elect you, that's understandable and you're
grateful for that.

But you get many, many contributions that you can take.

More like 99 and 99/100ths percent of politicians avoid any undue favoritism
by virtue of that.

Contributions are limited (inaudible) great number of

them; they're all officially recorded and so on.

But when you get into the

"Friends" account area, there's a kind of a loophole where there's no limit.
For example, I've had the opportunity to go, and go through some of the
Mayor's "Friends" accounts, in course when I was looking for some
information, and there were contributions of $10,000, some in excess of
$5,000.

There, they were coming in mostly for corporations, most that had

business pending before the city government in the City and County of San
Francisco.

And my response was, well, why are these people making

contributions like this unless they want political favors?

It's no longer

that they find and elect a candidate they prefer over other candidates.

Now

they're making a contribution with which in the end will get them a political
favor, hopefully a political favor from that person.
are unlimited.

And these contributions

Although they are reported, they are not reported in the

regular way that campaign contributions are.
really extremely undefined.

And what happens with them is

That is to say, they are not supposed to use

them for their own personal reason.

If you do you should pay income taxes on

it, and yet many politicians I know say, well, they needed a new suit
(inaudible) rent a car to go up to Sacramento or something.

So you get into

a kind of a very shady area, and that I believe has a corrupting influence on
a politician, as I believe the fact that you've gotten $5(000) or $10,000
that somebody who has business pending.
mind.

It's hard to put that out of your

And I think that is also, is a corrupting thing.

So I think these

contributions or loophole, as it's called, of the friends account doesn't
really have any fair justification that compensates for the evil that is
done.

And that's why I feel that the best solution to it is to just wipe

these "Friends" accounts and pay politicians a decent salary, provide funds
for their election or office-related activities and then go on that.
CHAIRMAN MARKS:

What kind of contributions would you have if your
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"Friends" accounts were wiped out?

Where would you get them and how would

you do this?
MR. HALLNAN:

Well, I don't feel that they should contribute money to

politicians during, except at election time.

At non-election times,

politicians should exist on their salaries and the monies that are available
through their governmental office accounts.

But allowing them to go out and

get money through these "Friend" accounts, I believe that is a corrupting
influence and a corrupting influence that works both ways because -- I mean I
can't help but think that when you get a big amount of money it might
influence you.

For example, San Francisco's new Giant Dome, when they were

lobbying the Board hard to approve this package that would end up giving them
$15 million, they ended up giving $50,000 to their "Friends" account of the
other Supervisors.

I can't help but think that that might have had some

influence on how people vote in that situation.
could avoid that.

And I don't see how you

So I don't think that these things should be made at all.

And when you stop and think about it, you're not going to use it for your
personal use, because you're not supposed to use it for campaign-related
activities.

So what you end up using it for is a kind of subterfuge, and I

don't think they have a good influence.
SENATOR BEVERLY:
MR. HALLINAN:

How do you define "Friends" accounts?

Well, those are the accounts that are non-campaign

accounts, which are office accounts, "Friends" accounts, accounts where money
comes in as a contribution.

It's not related to the election of that

representative, that particular person, but for that person's expenses.

I

think one of the problems is they're very poorly defined, exactly what they
are.
SENATOR BEVERLY:
MR. HALLINAN:

Is a proposition pending in San Francisco?

There are two propositions on the ballot in November

Proposition X, which was originally put on, would wipe out "Friends"
accounts, and then Proposition W, which was put on by some of the supervisors
in reaction to Proposition X and is more limited.
SENATOR BEVERLY:
MS. PAM COXSON:

How are the Propositions defined?
They are officeholder accounts under state law.

state law, if you call (inaudible).
account to get elected.

Under

In other words, you use the campaign

And if you're successful, your campaign account

becomes an officeholder account and is subject to the same rules as campaign
accounts.

However, when I point out that in San Francisco people have, our
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officeholders have both a campaign account and an officeholders account and
it was explained to me that that's allowed in places where there are campaign
contribution limits because otherwise it's problematic when the campaign
account becomes an officeholder account,
SENATOR BEVERLY:
MS. COXSON:

(inaudible) contribution limits.

I don't think most of us have both accounts.

In San Francisco, it's the practice to have both a campaign

and an officeholder account at the same time.
SENATOR BEVERLY:

Let me ask staff whether reporting (inaudible).

MR. DARREN CHESIN:
CHAIRMAN MARKS:

(inaudible)

Let me ask you a question.

Have San Francisco's

contribution limits been effective in reducing the overall cost of campaigns?
What effect have they had on leveling the playing field between incumbents
and challengers?
SUPERVISOR HALLINAN:

Well, to be honest, it drives up campaign's to

reach an astronomical limit, so that to get a $24,000 supervisor's job it's
necessary to spend in the area of $150,000 to $200,000.
I was at the bottom of any of the top finishers.
difficult, difficulty in that.

I spent $175,000 and

So that does make for a

Of course, what happens is what is referred

to as bundling, that is to say that somebody will go around in a major
corporation or a political consultant to get a whole number of $500 checks.
So even though you have a $500 individual limit, through that you'll get
$5,000 or $6,000 for one individual.
CHAIRMAN MARKS:

So in effect, the campaign limits have not had an effect

to reduce the cost of campaigns in San Francisco?
SUPERVISOR HALLINAN:

They don't seem to have reduced the cost of

campaigns, but they've made it necessary to get a wider base of financial
support.
MS. COXSON:

I would just add that the officeholder account which has no

contribution limits is a real advantage to incumbents and that is the reason
why we want to eliminate them.
CHAIRMAN MARKS:

Are you talking about all district elections

(inaudible)?
SUPERVISOR HALLINAN:

I'd like to.

actually financially feasible.

Because that does make elections

A districtwide mailing costs a few thousand

dollars as opposed to the exorbitant cost if you do it citywide.
be one way to certainly reduce the cost of it.

That would

But this issue of the

"Friends" account as a kind of a, or officeholder's account, is a separate
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issue which I cannot in my own mind see any proper justification for it, that
you're not supposed to use it for your personal expenses or they should be
reported as income.

They're not supposed to use it for their campaign

expenses or they will be subject to campaign limitations in San Francisco.
so then what are they there for?
for campaign purposes.

Well, in fact, they are used by the people

They'll send out brochures (inaudible).

And then in

addition, in my opinion, it has a reverse corrupting aspect in that many of
the political organizations get accustomed to these politicians in fact
contributing to them by buying tickets for their affairs and so on and
placing ada in papers from these officeholders accounts.
I remember being -- no one remembers.
we're old San Francisco political people.

Senator Marks would remember,
And I remember the days

wh~n,

if

you wanted a politician to come to something, you invited him and he would
just pay the cost of the meal or you let him in for free and introduce him.
Now it works the other way around.

You invite all the politicians, expecting

them to pay for your organization.

I don't think that's healthy either.

MS. COXSON:

I brought some data that we collected about how the money is

collected and spent.

This first chart of Frank Jordan's "Friends" account

showing for each ZIP code in San Francisco how much of the money came from,
through the "Friends" account, came from that area.

And I guess the first

thing you'll notice here is that the amount looks much like the skyline of
San Francisco with all of the high-rises downtown.
CHAIRMAN MARKS:
MS. COXSON:

That's my district.

There's one highlight that sort of stands out on the side

there, and that represents contributions that come from outside of San
Francisco.

And this bar reflects two things.

First, many of the CEOs and constitutional officers of San Francisco's
large businesses actually live outside the City.

And secondly, outside

businesses feel that they need to get an edge in order to obtain business in
the City.

Recent news stories out of New York show how this works.

Financial companies like Goldman Sachs have tried to obtain municipal bond
business through political contributions to officeholders in U.S. cities.
The SEC has acted to stop this practice.

Mayor Jordan's officeholder account

shows at least three contributions from Goldman Sachs employees, two of them
out of their New York office.

There's certainly a potential for abuse here,

and we feel it's important to try to put a stop to it.
I'd just like to add a word about how this data was compiled.

-27-

Earlier we

heard about the possibility of electronically filing these reports.

In fact,

we were only able to get the report through paper, and we have a stack of
them.

They stand about two to three feet high.

And we had just typed in

every single one of these -- the names, the addresses, the amount of
contributions, there were many people working on it in order to get amounts
like this.
The second chart that I have shows how the money is spent.
divided up into bars for each of our supervisors.

And this is

I'd first like to draw

your attention to the small white section in the middle of the bar.

That

represents contributions to neighborhood organizations, the Democratic Club,
and to charitable organizations in San Francisco.

So this is the bar showing

the most ordinary people in San Francisco because they have always had the
feeling that a lot of this money came back into our community, and so maybe
it wasn't so bad.

But as you can see, almost none of it really comes back.

But that's the perception.

And the two halves that really make up the

expenditures, the top half corresponds to fundraising and political
consultants and mailings and advertising.
it is fundraising, in most cases.

And probably the biggest chunk of

They spend a lot of this money just

raising money.
The lower part of the bar on the other half corresponds to a very big
category called "general," general expenditures.

And the most common things

that are again viable in these categories are cellular phones, auto repair,
dinner (inaudible), and professional services, such as accountants, to keep
track of all this money.
We feel that this money is not well spent, that you can easily do without
these and run the City quite well.

Our supervisors aren't paid as much as

many of us think they should be, but they get expense accounts and they have,
but if we eliminate "Friends" accounts in the November election, they'll
still have their campaign accounts that they have maintained simultaneously
with the "Friends" account that they can draw in for really essential
expenditures that they aren't able to cover, I think they could be able to
cover with their regular expense account provided by the taxpayer.
So in conclusion, I guess, I just thought that we really like to see
strong reform measures taken by the Legislature.

As it is, it's partly the

fact that there aren't campaign limits statewide that makes it difficult to
enforce them here in San Francisco, and we'd like to see money taken out
(inaudible) .
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CHAIRMAN MARKS:

Let me ask you a question about this ballot initiative.

The ballot campaign analysis of Proposition X states that current law does
not limit contributions for "non-campaign" purposes.

How is it that payments

to political consultants and pollsters are not considered campaign
expenditures?
SUPERVISOR HALLINAN:

I think that's a very valid question, and I've

certainly been troubled by a great many of these expenditures.

For example,

I don't want to keep naming names, but Supervisor Migden recently sent out a
brochure to all the voters in the City about the great job she did balancing
the budget in the last go-around on the budget, although it wasn't a "vote
for Carol Migden" piece, it was clearly having a campaign consultant on the
payroll, it was clearly designed to promote her political fortunes in the
City and County of San Francisco.

And I've seen some other things, like

Kevin Shelley's office and my other supervisors.

So to say it's not

political is really not being completely honest.
CHAIRMAN MARKS:

Why does the Proposition say they're not political?

(inaudible) limit contributions for non-campaign purposes, how come political
consultants are not included, are not considered campaign expenses?
SUPERVISOR HALLINAN:

Under our campaign contribution limits, that

contribution to your election committee, a contribution could be "Friends"
committee, to office accounts committee don't have any limits on them.
say, there's one in Frank Jordan's.

As I

I saw a couple thousand dollars.

And I

will say one thing, additional thing, as I was going over the "Friends"
accounts that I found very disturbing to me was the incredible number of
steady contributions by appointees to boards and commissions.

It was almost

as though there was some kind of an understanding, that if you wanted to be a
commissioner in San Francisco, you had to be willing to make substantial
contributions to "Friends".

It might have been that they were grateful for

the position, but it was astounding that month after month, there were large
amounts of money coming in from the Commission.
MS. COXSON:

Again, the chart.

If you read the fine-print.

There were

individual (inaudible) contributors listed two of (inaudible) $10,000 and
$5,000 from individuals who were appointed by the Mayor (inaudible).

I think

in state law that states officeholder accounts are not supposed to be used
for campaigns.

And the idea is that you're supposed to open up a new

campaign account for your next election.
SUPERVISOR HALLINAN:

Well, I would think that if you have a $500
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campaign limit, you shouldn't use more than $500 of the contribution for
campaign purposes (inaudible).
MS. COXSON:

I certainly wondered why the state hasn't looked more

carefully into this matter with their resources.

There are a lot of gray

areas in in these accounts where monies are being used for what we have
clearly assumed were political expenditures and on the other hand personal
expenditures, things like auto repair.

It's hard to imagine that that's part

of your office expense, but we see it and it doesn't seem to be an illegal
account.
CHAIRMAN MARKS:

Thank you very much.

We appreciate your both being

here.
SUPERVISOR HALLINAN:
CHAIRMAN MARKS:
MS. RUTH HOLTON:

Thank you.

Ruth Holton.
Ruth Holton.

I'm the Executive Director of California

Common Cause, and I'm delighted to see that you're having this comprehensive
hearing.
Let me sort of begin with a few facts.
trends.

Tracy Westen earlier talked about

Also those trends end with facts in the 1992 election because you'll

find these facts certainly illuminate Tracy's trends.
In 1992, legislative candidates raised a total of $72 million.
average race, for an open-seat Senate race, was $667,200.
for an open-seat Assembly race was $378,000.

The

The average race

Less than 5 percent of the

contributions received were less than a hundred dollars.

Ten percent of the

contributions of $7.7 million came from the top ten PAC contributors.

As you

know, California Common Cause has long been one of the principal proponents
of campaign finance reform in the state.

Our commitment to campaign finance

reform is based on our conviction that the high cost of campaigns and
candidates' reliance on contributions from individuals and organizations
that, who have specific legislative agendas fundamentally distorts the
underlying integrity of the electoral and legislative processes.

On the

electoral front Common Cause's studies consistently show that over 90 percent
of the Assembly and Senate races, the candidate with the most money wins.
Who invariably is the candidate with the most money?

The incumbent.

In 1990

at the same time voters passed term limits, ninety-two percent of the
incumbents returned to office.
SENATOR BEVERLY:
MS. HOLTON:

Even though that would be ...

(inaudible)

Exactly.

Even though that was the only election in which
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contribution limits were in effect, Prop. 73, incumbents outspent challengers
by a ratio of 8:1.

In 1992, despite redistricting and a strong anti-

incumbent mood, 90 percent of the incumbents who sought the election won.
Two of the incumbents in fact lost (inaudible).

Incumbents outspent

challengers in that race by a ratio of 5:1.
While problems for the term limits considerably weaken incumbents' hold
over elected office, they fall far, far short of the reforms we need to
ensure a fair electoral process.

And I might add, that when looking at the

elections that are coming up, as we're looking at the special elections, it's
becoming increasingly clear that the only true open seat that will be
available through the passage of Prop. 140 will be in the Assembly, because
in the Senate all the Assembly incumbents are simply going to move up and
battle each other for the empty Senate seat.
Common Cause's study of the 1992 election, the first after the passage of
term limits, makes it clear that without campaign reform, money will remain a
determining factor in the race.

The traditional Sacramento interests will

simply adjust their funding strategy to meet the Prop. 140 realities.

Common

Cause's studies show that in the 1992, in 1992, the top ten PACs contributed
31 percent of their funds to candidates in open-seat races.

Traditionally,

they've contributed less than 10 percent of their funds to candidates in open
seat races. So already you can see that the path we're beginning to see:
Wait a minute.

We need to shift our funding pattern to our potential new

legislator (inaudible).

In many competitive races the top ten played it safe

by contributing to both sides and in open seat races, many top ten donors
contributed to the winning candidate in the general after they had
contributed to the losing candidate in the primary.

The contributions, it is

clear from the distribution of the contributions from the top ten PACs,
without a doubt, the ideology is about:

let's make sure that we put our

money on the horse that's going to win; and if we bet on the wrong horse, we
better make sure that we give the new horse a few dollars.
A new entrant on the top ten PAC list, Allied Business PAC, the fourth
largest contributor in the 1992 election of over $915,000, represents a new
model of funding in an era without campaign finance restrictions.

Allied

Business PAC, as probably many of you know, was founded by the current
Senator, Rob Hurtt, before he became a Senator, and three wealthy Southern
California businessmen.

Now, I believe they have five contributors.

is the pack that is made up of five wealthy individuals.
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So this

CHAIRMAN MARKS:
MS. HOLTON:

I haven't heard from them at all.

You won't, Senator.

Allied supported socially and fiscally conservative candidates in openseat races in Republican districts.
candidates.
freshmen.

They contributed to a total of 26

Of those, 12 won; and 9 of those are Republican Assembly
Both of those freshmen received a majority of their funding from

Allied and Allied funders and most likely would not have won without Allied
support.

Allied, we interviewed Senator Hurtt shortly after his re-election,

after his election and asked him about Allied.

And frankly, what they did is

they sat down very early, looked at the map and decided:

Where are the

primary elections going to be held in open Republican seats, picked out their
candidates; if they didn't have a candidate, they found a candidate, said
we'd like you to run in this district.

They're doing that same thing right

now in preparation for the 1994 election, and Allied has continued to be
extremely active in the numerous special elections of the state and already
have been active with the elections of Rob Hurtt himself and Barbara Alby,
and the probable victory of Maurice Johannessen in the 4th Senate District's
special election.

In that race Allied and its funders contributed $18,000

directly to Johannessen.

It's important to remember we do have Prop. 73

limits in effect because it's a special election and spent thousands on
indirect expenditures.
Two weeks ago, Common Cause filed a complaint with the FPPC against
Senator Hurtt and Allied for possible violations of the contribution limits
of Prop. 73 still in effect.
In a recent Sacramento Bee article, it was very interesting to note that
Senator Hurtt said the term limits "are really kind of our saving grace" and
he tells his allies not to waste money on lobbyists as it "doesn't get you
anything," but to instead take that money and "help elect like-minded
candidates."

The success of Allied's model will no doubt spur additional

PACs very similar in design to Allied, and frankly there's a huge advantage
to a few wealthy individuals who can pool their money and then pick and
choose candidates in open-seat races.

It's much harder to be effective in a

race where you have a challenger/incumbent situation.

But, in an open-seat

race primary, and state candidates are (inaudible).
Campaign contributions, we believe, are the vehicle for obtaining
influence or creating the appearance of influence over government decisions,
and earlier spokespeople had spoken very eloquently to the effect of that on

-32-

the system.
access.

While contributions do not guarantee votes, they do provide

I think it is a very interesting to quote from John Enovey, who is

the current President of the California Correctional Peace Officers, the
state's second largest contributor during the 91-92 election cycle, said, and
I quote:

"We put $921,000 into the Governor's race.

While all other

organizations were fighting the 5 percent cut, we realized that these
negotiations and the open door to the Governor's office, $155 million
contract, a lot of money was just spent on arguing to keep that door open."
Contributors often use their clout, as Senator Marks is familiar, to
deter elected officials from taking action on certain matters; and some may
have made it perfectly clear, some have made it perfectly clear, that they
will give to an incumbent's opponent, even if that opponent has no chance
whatsoever if no elected official acts contrary to their desires.

Both

Senator Marks and Assemblymember Vasconcellos experienced this in 1992.

The

correctional Peace Officers contributed over $80,000 to Vasconcellos'
opponent, in fact, they were the only contributor to Vasconcellos' opponent.
Bass and Ticketmaster contributed over $70,000 to Marks' primary opponent.
These are what I would call anti-contributions.

They're designed to send a

signal not only to the incumbents who are challenged but also to all
legislators that they had better not cross the contributor.
This committee, I believe, should also tak note of the recent actions of
major Wall Street bond houses who have selectively gotten together and will
be soon releasing their statement that they will not be giving campaign
contributions to any candidate.

I would certainly hope that many other

contributors have fallen suit.
Common Cause is known and long advocated a comprehensive campaign finance
system that includes contribution limits, spending limits, and public
financing as the most effective means of restoring competition to the
electoral process and integrity to the legislative process.

Contribution

limits, as referred already today, alone will not solve the problem.

Under a

contribution limit only system, the overall amount of money in the system may
go down, sometimes it doesn't, but those with the broadest network with large
contributors still hold the greatest advantage.
broadest network and largest contributors?

Who are those with the

Incumbents.

During the 1990 election with Prop. 72, the limits were in effect.
ratio of incumbents outweighed the challengers.
previous ratio of 6:1.

It increased 8:1 from the

Spending limits frankly are key to controlling
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The

contributions so that they remove the constant pressures of seeking campaign
funds and help supply a level playing field for an election.

Spending

limits, however, must be voluntary and accompanied by some form of public
resources.

The debate is over spending limits and does the public support

public financing?

All the polls show (inaudible).

As I will outline, that

the public does support public financing and in fact public support of public
financing has increased tremendously, and the frustration of the current
system has grown.
Common Cause's model proposal, Proposition 68, was passed by the voters
in June of 1988; in fact, passed by more votes from Prop. 140, and as you
know, Prop. 73 also passed at a higher percentage.

In a precedent setting

ruling the California Supreme Court implemented 73 and invalidated
Proposition 68 because they there were two competing regulatory schemes.

Now

the court has to decide whether they do, now that they've gone out on a limb
and thrown out an initiative.

Now they have an issue where the initiative

that they've decided to implement is essentially gutless, does Proposition 68
return?

And that is the big question before the Court on November 2.

Obviously, Common Cause argues that 68 should be implemented because there
are now no two competing regulatory schemes, and frankly, a dead horse can't
win a race.
I will spend a little time actually going over the positions of 68
because it is going to be a major controversy, and it also does, is a good
model of a standard public financing proposal.
Prop. 68 contribution limits are $1,000 for individuals, $2,500 for PACs,
and a $5,000 limit for small contributor PACs.
supportive of lower limits than that.

We actually now will be even

There was a ban on transfers, a limit

on the total contributions that candidates could receive from the Party and
non-individuals, and a limit on the total amount individuals and committees
could contribute to all candidates or committees.
Prop. 68 also strictly limited contributions in the off-year.

And

frankly, I'd also like to address the myth that such an off-year ban hurts
challengers.

Ninety-nine percent of the $12 million raised in 1991 was

raised by incumbents.

A total of $240,000 was raised by challengers.

I

think it's quite clear that a ban on non-election year fundraising does not
hurt challengers, that to the contrary, it's an incredible advantage to
challengers.
The expenditure limits for the Assembly in Proposition 68 were $150,000
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for the primary and $225,000 for the general.
and $350,000 respectively.
officers.

The Senate limit was $250,000

The limits do not apply to constitutional

Proposition 131, a measure we had on the ballot in 1990 did in

fact apply to constitutional offices.
CHAIRMAN MARKS:

(inaudible)

My last campaign cost me $600,000.

I didn't

think any money was wasted at all.
MS. HOLTON:

It's actually, in fact, if you add it up, it does add up to

$600,000 for the primary and general, $250,000 in the primary and $350,000 in
the general.

We think that that is enough.

We believe that spending limits

should not be so low that you can't get the message out.

There are expenses.

We believe that this is a moderate spending limit where it's enough to get
your message out; but on the other hand, it's enough to ensure that you are
not forever seeking campaign contributions.

So it levels the playing field

and at the same time does allow the candidate to get out the message.
In order to receive public funds, a candidate was required to raise
$30,000 for a Senate race or $20,000 for an Assembly race per individual.
It's important when you have a public financing scheme that you can't use
public financing, you know:

I think I'll run for office.

Anybody can say,

here, sign on the dotted line and you'll get public financing.

Public

financing does not work that way, although the opponent is trying to say it
that way.

You have to have a viable candidate.

You have to have someone who

has a proven track record that can show that they have support and they can
raise money.

A candidate also has to be opposed by a candidate who is

qualified for public funds or who has raised $35,000.

So once again, it's

not only, well, I want to run so I get money, but I want to run -- I have
great support -- and I'm in a competitive race.

All of those criteria are

important to ensure that you just don't have frivolous candidates taking
advantage of the public financing.
Candidates could receive under Prop. 68, which is similar to many public
financing schemes, matching public funds for the first $250 from individual
contributions only.
contributions.

You can't receive matching funds for corporate

You can't receive matching funds from committee funds.

In-district contributions are matched on a five-to-one basis, and
out-of-district contributions are matched on a three-to-one basis.

The

purpose of that is to encourage in-district contributions to make that small
$25 and $50 contributions from the constituents account for a lot more.
this really will bring in more people into the system.
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And

Some of their dollars

count, and that's important.

They'll be encouraged.

I give $25 when it's not going to make a difference.
particularly, it costs a lot of money right now.

They think:

why should

And for candidates

In the current system, you

go out and collect those $25 contributions when they really need the $1,000,
$10,000 contributions.
Candidates could receive no more than 50 percent of the expenditure limit
in public financing.

We understand that there has to be a limit on the

public financing simply because of the cost to the General Fund.

I mean

ideally, you would want a 100 percent public financing system, but that's not
going to happen.

The total costs of Prop. 68 at the time was projected to be

about $6.6 million per year and I think that is a very small price to pay for
restoring integrity.

That is the electoral process, and legislative process.

Since the passage of Prop. 68, support for public financing has steadily
increased as we heard from Tracy Westin.

In a statewide poll of 600

registered voters conducted in the spring of 1992, respondents rated campaign
reform as the most effective method of improving state government.

And

77 percent supported a comparable comprehensive reform package that included
partial public financing.

Even when all of the traditional arguments against

public financing were given, from the Klu Klux Klan candidates to "we don't
have the money", 61 percent continued to support public financing.
Support for comprehensive reform is remarkably consistent across many
lines.

The polls showed 80 percent of Democrats; 75 percent of Republicans;

and 83 percent of both African Americans and Hispanic voters support
comprehensive reform.

More recent polls continue to show widespread growing

support of a comprehensive reform package, and in particular support for
public financing.

And in the national poll, a chart, which I have here, the

national poll by Greenberg/Lake at the beginning of this year of 800
registered voters, which included Perot supporters, 76 percent supported
partial public financing; 61 percent continued to support it, after all
arguments against public financing were given, which was identical to our
finding in 1992.

Finally, in a poll of 700 registered voters at the

beginning of this year, half Republican, half Democrat, conducted by a
coalition of California media, including the Orange County Register, the San
Diego Union, and the Fresno Bee, a bunch of other papers, 57 percent favored
implementing a system for public financing.
Last year, we sponsored a bill authored by Senator Keene, SCA 4, which is
identical to the bill that Senator Marks was carrying, SCA 14.
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Our proposal

has a very unusual and new list of supporters for public financing.

The bill

was co-sponsored by Senator Maddy, by Senator Ed Davis, by Senator Craven,
and by Senator Marian Bergeson.

It was supported by the AARP, the League of

California Cities, and California Manufacturers Association.

I think you can

easily say that the support for public financing is more popular than when
Prop. 68 passed.
CHAIRMAN MARKS:

How did you get the Republicans to support public

financing?
MS. HOLTON:

Senator Maddy, in fact, is very sick of the current system,

and he figures that a public financing system, in fact, is sort of a wash.
The Republicans will do just as well under it as Democrats and that in fact
it is a better system than one of a contribution limit-only system because of
the peculiar (inaudible) that a contribution-only system has.

Ideally, he

wants and is very supportive of a ban on transfers, but he has said that a
comprehensive system with that is (inaudible).

Senator Bergeson is in fact

much more supportive and has spoken several times in Orange County about
rooting for public financing because she believes fundamentally that we need
spending limits.

Senator Maddy believes we need spending limits, and the

courts have said you can't have spending limits if you don't have some kind
of public resources.
As to the proposals today, that are before you, we could not agree more
with Mr. Miller about the importance of automated contributions and lobbyist
information.

Today, while theoretically there is disclosure, it is only

available to those people who know how to make their way through the maze of
documents in the Secretary of State's Office.

And if you are in Los Angeles

or outside of Sacramento, when you want to find out about contributions by
political committee, you are going to have a very hard time, especially if
you call the Secretary of State's Office.
going to do the research for you.

They're very busy.

They're not

The public right now simply is very

restricted in the amount of information they get, and you have to rely
entirely on the press and Common Cause through the studies that we produce.
And, we -- our resources are limited, so we can't produce nearly the number
of studies as we would like to.

The FPPC used to produce comprehensive

studies; their budget has been cut dramatically and they have gotten rid of
Reports Division entirely.
This automation would only make this information available statewide and
more easily available; but frankly, it should be more cost-effective for the
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Secretary of State to have such a system, and it would be more efficient for
candidates to be able to file like this.

Such systems exist in Hawaii and

Washington State where they're both extremely popular.
In addition, we would ask to improve the current disclosure form.

For

example, to require that the name and the client or association of the person
who heads political committees and who are responsible for determining where
the dollars go be put on the disclosure form.

When we filed a complaint

against Senator Hurtt, Allied Business PAC simply stated who their treasurer
was, but we had no idea who was the person or persons in charge of
determining where those contributions go.

(inaudible) Part of our charge is

that Allied Business PAC spawned a similar PAC called Citizens for Change,
70 percent of the money that Citizens for Change received came from Allied
Business PAC.

The additional 30 percent came from the funders of Allied

Business PAC.

Can we prove that decisions from Citizens for Change were made

by the same people?

No, we can't, because there is nowhere on the form that

says who in fact is responsible for making those decisions.

Yet, all the

evidence suggests that they are clearly the same people, and I think that is
a very important measure which would help disclosure significantly.
The other suggestion we would make on the disclosure side is to require
that cumulative contributions that committees and individuals make could be
put on their final, to be put on their late independent expenditure report.
You know, the last four weeks of the campaign, you're flipping through these
late contribution report, $1,000 here, $5,000 there, you have no idea, unless
you can take the time, to go through earlier filings to see how much in fact
did this person really give.

Had they just given $5,000, or is this $5,000

an additional to the $110,000 that they made earlier?

And so it makes it far

more difficult to really get a true picture of what the contributions are for
the candidate at the end of an election and frankly late contributions can
make a significant difference on paper and that accumulative information we
believe is very important.
Finally, as to the proposal of United We Stand, we were working with a
proposal with United We Stand for several months, on an alternative proposal
which we supported.

Unfortunately, they decided to drop that one and went to

the "can't vote, can't contribute" idea.

Frankly, we have serious

constitutional questions about the matter.

You know, legislators, as both

Senator Beverly and Marks have pointed out, simply don't vote on issues that
affect their constituents; they vote on issues that affect people all over
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the state.

And so people have a right to say, gee •••

I would like someone

who is, say, pro-life, or I would like somebody who happens to be pro-choice.
And they should have a right to help the elect such a person.

There is also

the very serious question that Senator Beverly raised, what about person who
runs in a poor district.
message out.

It does cost a certain amount of money to get your

In a poor district you need to put out fliers.

and encourage people to put out the vote.

You have to try

Where are you going to get the

resources when your contributors, if they had any spare money, that would go
to food or medicine or clothes or something for their kids.

The last thing

they're going to do is give an extra twenty-five bucks to an elected
official.

So, as I said, we have serious reservations about the proposal,

although it certainly has an easy ring to it.

I'd be happy to answer any

questions.
CHAIRMAN MARKS:

Thank you very much.

Senator Beverly, do you have any

questions?
SENATOR BEVERLY:
MS. HOLTON:

Can you tell me where you are on the "Friends"?

As a matter of fact, Common Cause is supporting Prop. X and

we're on the ballot argument.

We hope to eliminate the "Friends" accounts -

it's simply a slush fund as far as we're concerned.
SENATOR BEVERLY:
MS. HOLTON:

Is it a statewide problem?

Well, I think it's a statewide problem when we have

candidates spending their campaign funds.
correct.

But at the state level, that's

At the state level, there isn't a "Friends" committee.

At the

state level they simply use their campaign funds for the same things the
"Friends" committee are using their campaign funds for.
CHAIRMAN MARKS:
MS. HOLTON:

You won't and (laughter and inaudible).

SENATOR BEVERLY:
MS. HOLTON:

Let me just say (inaudible).

What do Citizens for Change want to change?

Citizens for Change, you see what's interesting and what

we're very concerned about is -- Citizens for Change legally was only
developed in fact after Allied Business PAC maxed out on the contributions
they could give under contribution limits in a special election so they
designed Citizens for Change.

In the south, they have spent their -- they

have one of their candidates who's running against Gary Patton and there they
have spawned off a committee called Citizens for a New Legislature, or
something along those lines.

And also, the other (inaudible) that I believe

frankly is that a lot of people know who Allied Business Pact is now and
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the media are aware of Allied Business Pact, and so they get a lot of
negative press if they come in and take a lot of contributions.

And so they

simply spawn off these rather innocuous sounding committee names.
find out who they are until after the election.

Nobody can

The Christian Right has

developed a sort of stealth campaign technique for stealth campaign and they
use names like Citizens for Change, Citizens for Good Government so that
people don't make the association between their candidate and others.
CHAIRMAN MARKS:

Thank you very much.

Councilmember Dick Spees.
COUNCILMAN DICK SPEES:
to see you.

Good morning.

Good morning.

Senator Beverly.

We appreciate your being here.

Good morning, Senator.

It's nice

As a representative of the City of Oakland, I

just want to tell you we understand what you're going through in your part of
the state.

We went through it in Ventura a few years ago and the fire in

Oakland (inaudible).

Senator, it's good to see you again.

We are pleased

the Committee is taking up this subject and providing leadership in this
area.

I wanted to tell you that in addition to being, having been, an

Oakland City Councilmember for the last 16 years, as the Senator knows, I was
with Kaiser Aluminum for 32 years in Governmental Affairs .•• in Sacramento
and so I have a long history of working on this issue and particularly with
my work with California Business Roundtable, which has done a number of
studies on campaign reform.
I have present with me this morning Joyce Hicks, our Assistant City
Attorney, and she's the expert in the field.

She testifies before the

California League of Cities on this subject and is responsible for really
writing and helping us with this particular issue.

And also behind me, I

have Michelle Abney who is from the City Clerks Office who really is
responsible for administering these activities and Jayne Becker, my
administrative assistant who has done a lot of research on this issue
throughout the state, just in case I get into trouble, Senator.
I wanted to tell you, the reason we're here is to describe the Oakland
City Council new campaign reform measure which we passed on July 6 this year.
I'm going to describe some of that background and history and why we think it
is unique because it has a voluntary contribution, a voluntary spending
limit, which we think is unique and that you may want to take a look at, and
we'll talk a little bit about some of its features.
our measure available to you.
sure that you do have them.

We have many copies of

If you don't have them, we can certainly be
We'd be happy to make them available to the
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press or anyone else would like to have a copy.
Let me just say that if there had been a state provision that really
covered local as well as state elections, we would have preferred that.
of the problem with all of these issues is that, the complexity of it.

Part
You

know, when you were a candidate and running for office and you've got,
particularly in a city council election, when you've got lay people handling
the campaign, all of the forms and regulations can become very complicated.
It would be better if we were able to have a system that was ruled applicable
to the local level as well as the state level so that in some cases we don't
have to deal with different forms, et cetera.

But frankly, in the absence,

the clarity, on the two issues, of Prop. 68 and 78 and litigation surrounding
them, we finally came to the conclusion after wrestling with this issue for
about five years, that we needed to go ahead and do our own local campaign
measure.

And that's what in fact we did.

Just to talk a little bit about why it was necessary to have local
regulation, it was our findings that the campaign spending on our local
elections was rising very sharply over the last ten years.

And to just give

you an example, in our council races, which are by district, except that one
that is at-large and the Mayor runs at-large and we have about 53,000
citizens that we represented in each of those districts.
been running as high as $100,000 for an election.

The campaigns had

And that seems a

surprising number, but it just simply takes that to get the word out.
We had found then that businesses had become the predominant campaign
contributor, and the principal business contributors are real estate
developers.

And in that, if you have your primary responsibility is land-use

issues, you can understand an already built-in conflict that may result.
Without any incumbents dominating fundraising in local campaigns, actually 90
percent, -5 percent of their money is coming from incumbents, is coming from
business, and in particular, as I highlighted, real estate developers.
The effect of this increased spending, it is at the elected office in the
city and county government which was once accessible to a full broad spectrum
of candidates.

It has now been all but denied to those who are unable in our

community to be able to raise the campaign budget to sustain a modern
campaign.
What makes our measure unique?

We think, as I indicated, that the

establishment of the voluntary expenditure ceiling, without the use of public
money, as matching funds will reduce acceptance of the expenditure ceiling.
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As an alternative to the matching fund, which is, as all of you know, these
days with the shrinking budget, both at the state and local level, to tell
our constituents that now we are asking them to also bear the cost of
campaigns when they're really struggling to get police on the streets and
other issues becomes a very tough sell.

And we felt that this voluntary

contribution method, while it may not be perfect or as complete, might have
some advantages for us and we think maybe it's something that you might want
to look at as well.
Why it is necessary for us to really look at this is that we know that
many of the jurisdictions which have enacted fully comprehensive campaign
finance ordinances, and the issues are really so complex that most of these
have only been able to implement campaign finance regulations in pieces.
that really isn't the answer.

And

It needs to be a total comprehensive piece of

legislation.
I'd like to just highlight a few of the standard provisions of our
Oakland Act.

First of all, it limits personal campaign contributions, to

$100 per candidate per election, unless the voluntary expenditure limit is
acceded to, we agreed to go the voluntary route and limit their expenditures,
then they can raise up to $500 per person.

When it comes to the broad-based

political committee contributions, it's $250 per person -- I'm sorry -- per
candidate -- unless they accept the voluntary limit.
is $1,000.

And at that point, it

It uses -- our measure does use the Political Reform Act

definition, the broad-based political committee, to the extent possible, it
adheres to the already established filing requirements of the Political
Reform Act.
Getting to the point that I was making earlier that simplicity is really
important, because these measures are complicated.

The voluntary expenditure

ceilings are based on a percentage formula per election and per salary so
that the district Council members, those elected by district, would be
subject to a voluntary expenditure ceiling of 300 percent of the city
council's salary which figures out to be $105,000 for the primary and $87,000
for the general election.

The measure also requires aggregation or payments

when separate contributions are made from related sources.
understandable.

Certainly that's

Extensions of credit in excess of $1,500 and for a period

more than 90 days are considered a contribution subject to the contribution
limitations of the Act.

We have criminal misdemeanor penalties for knowing

and wilfully violating the Act.

We have trebled civil penalties for
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intentional or negligent violation of the Act.

We have additional remedy for

injunctive relief, and it's our estimate that this measure will cost the city
about $100,000 to enforce.

That's both in terms of the City Clerk's staffing

needs as well as the efforts of the City Attorney in promulgating the
regulations, drafting the forms, et cetera.
Now in addition to this Campaign Reform Act which I discussed with you,
we are now putting in, are considering, and will have before council in two
weeks a new public Ethics Commission, which we are establishing and based
somewhat upon the experience in Los Angeles and San Francisco.
ballot this election.

It is on the

Berkeley has one; San Jose has one; and Oakland is

trying to put one into effect.

And this commission will have oversight over

this campaign in fact.
Again, we think it's very important that there be a body that can help
explain it, to have oversight on it, and to really have education programs so
that the Act is simple, understood and that everyone understands exactly
how to comply with it and that there is no complexity to the system.
There are many other provisions of it.
fruitful necessarily to outline them all.

I don't think that it would be
And Senator, I'd be open to any

questions.
CHAIRMAN MARKS:
COUNCILMAN SPEES:

Why did you eliminate public financing?
The reason for, that I eliminate the public financing

provisions was that, again, we thought it was a very tough sell in a budget
that frankly is very tight and about a $40 million deficit last year and we
face similar circumstances again this year, and frankly I think our
constituents would find it difficult to accept public financing when there
are certainly other needs.
I certainly don't have an objection to that by the way.
would be consistent.

I think that

The fact of the matter is that it is difficult in this

environment.
MS. JOYCE HICKS:

I'm from the City Attorneys' office, and if you have

any questions I'd be happy to answer them.
CHAIRMAN MARKS:
SENATOR BEVERLY:
MS. HICKS:

Thank you very much.

We appreciate your coming here.

You haven't had an election under this?

No, we have not, Senator Beverly.

It does not go into effect

until January 1 of next year, 1994.
COUNCILMAN SPEES:

There's a reason for that, Senator, was that again, we

needed to get it up and running (inaudible) we allowed ourselves some
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flexibility as we recently described so that we could be certain to have the
right forms, that it is not too complicated a relationship given the fact it
has to be done according to state law and that people understand it.
CHAIRMAN BEVERLY:

When are the next elections?

COUNCILMAN SPEES:

They are upcoming.

They will be in June.

The primary

in June and the general election in November.
CHAIRMAN MARKS:

Is there any opposition to the proposal?

COUNCILMAN SPEES:
debate.

It passed unanimously and of course there was a lot of

Some of the folks that really were complaining the most, I believe,

Senator, were the folks who were handling the campaign, treasurers of the
campaign.

And they thought it was going to be very complicated both adhering

to state law and now a new set of circumstances at the local level.

And

that's one of the reasons that I argued with the Ethics Commission to put
that in place so that there is education taking place so that it is simple
and I'm dedicated to see that it is simple.
SENATOR BEVERLY:

Let me ask counsel something.

that this is constitutional?
MS. HICKS:

Your findings determine

Have any of these laws been tested?

Senator Beverly, it is a compilation of provisions from

several existing campaign reform ordinances throughout the State of
California and, to my knowledge, none of them have been challenged
constitutionally.

I feel in my opinion, that it is constitutionally tight.

We did have some issues at its inception about whether we could in fact have
matching funds, but that was settled by the courts because we are a charter
city.

However, because of the budgetary climate in Oakland, we did decide

not to have matching funds but instead to have voluntary expenditures based
on an inducement by higher contribution levels.
SENATOR BEVERLY:
major case.

(inaudible)

Expenditure limits were thrown out in a

What was the basis for no public financing?

MS. HICKS:

The expenditure limits the challenge in Johnson and Bradley,

so the matching funds were challenged when Johnson beat Bradley on the
grounds that the state proposition prohibited the expenditure of public funds
for elections.

However, it was found that Los Angeles was a charter city,

that it could in fact have matching funds.
have to be voluntary.

And the expenditure ceilings do

It is unconstitutional to have them be mandatory, and

we do have them voluntary in our Act.
CHAIRMAN MARKS:
COUNCILMAN SPEES:

Thank you very much.

It was nice seeing you again.

Good to see you, Senator.
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We think it's kind of

unique, and we hope that it works.

If nothing, we don't think it's the only

answer or the whole answer, but we hope it'll help.
CHAIRMAN MARKS:

Thank you very much.

Ben Bycel.
MR. BEN BYCEL:

Mr. Chairman and Senator Beverly and members of the

staff, as a former teacher and a former aid to a state Senator, I always know
when the clock hits 12:00 that neither Senators nor students have a great
attention span left.
CHAIRMAN MARKS:
MR. BYCEL:
early on.

Who did you •••

I worked for the late George Moscone.

George taught me that

So I'll try to be extremely brief.

I am the Executive Director of the Los Angeles Ethics Commission.

We're

an independent agency implementing and enforcing the City's campaign finance
laws and ethics laws.

Our Commission has the broadest powers of any

municipal election and finance and ethics organization in the entire country.
The focus of my testimony today is the focus of what this Committee's
doing, will be on public matching funds.

Unlike Oakland and every other city

but New York City in the state, in the country, we do have public matching
funds.

The 1993 election in Los Angeles was a watershed event for the City

of Los Angeles for two reasons:

The April unrest or riot, or whatever you

might call it, had created a great deal of turmoil in the City; and the first
time in 20 years, we did not have an incumbent Mayor run.
open council seats.

We also had two

In the Mayor's race, 52 people filed declarations of

intent to appear, and 24 eventually appeared on the ballot, so it was a
scene.
Among the candidates for Mayor, one candidate, the eventual winner, was
independently and is independently wealthy.

He stated from the onset of his

campaign his willingness and intent to have spent any amount of money it took
to win the campaign.
The reason I point this out is that the impact of a wealthy candidate in
a campaign can be significant, as we all know.

Large amounts of personal

spending by a candidate triggers a relationship to public matching funds
which becomes very complicated because if you're given public matching funds
and one candidate who is not a participant in the public matching funds and
spends whatever he or she wants, it may put the others who have agreed to
voluntary spending limits at a disadvantage.
moment.
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We'll talk about that in a

We are still analyzing the results of the 1993 election.

The facts that

I can tell you is that in the primary the City of Los Angeles paid out in
matching funds $3.3 million and in the general election $1.4 million to nine
of the ten candidates who were running for either Mayor or the city council.
Let me give you a very brief background.

The reason why we have a system

in Los Angeles, there were a series of scandals in Los Angeles.

The City

Council put a ballot measure on in 1990, and the people ratified by
57 percent of the vote, an ethics commission, and public -- partial public
matching funds

which would have the Controller putting aside $2 million a

year, never to exceed a total of $8 million to be used for the purpose of
public matching funds.
Let me speak just for a moment to what other speakers have addressed, and
that is, the issue, do the voters want it or do they not want it?
everything else, it depends how you ask the question.

Like

If you posed the

question to the average voter who's trying to get his kids through school and
not get mugged on the street and try to get health care, look, do you want to
put and spend a lot of public funds to keep these politicians in office?

Or

would you rather have more police, better health care, better fire
protection?

You know what they're going to answer.

look, we don't want to do it.

They're going to say,

We don't want campaign matching funds.

On the other hand, if you asked the question, do you want to use public
funds to help restore public confidence in government by breaking that
control, special interests, who contribute enormous sums of money to
influence public policy, I think you may very well get a yes answer.

No

matter what the issues, as the City Councilman from Oakland said, it is a
tough sell in a hard economy.

But I think the voters of Los Angeles, from

what we can understand, are pleased by the fact that they did vote for it.
We'll see if there's going to be an attempt to in fact undo what was done in
'90.
Let me tell you what the goals in the program are, three quick goals:

To

reduce campaign spending, to reduce the influence of special interests in
city elections, and to provide more competitive elections, and that
ultimately to do this without a nightmare of bureaucracy and a flood of
paper.
Have the programs succeeded?

Is it possible to do it?

As I said when I

first began, the statistics are just coming in, and I'll give you our
preliminary thoughts on it.
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In evaluating the council races, the answer is yes.

Matching funds

helped make it a much more competitive year in 1993, not to be looked at now,
but in behind my testimony on one of the colored papers, is a chart which
compares the spending in '89, '91, and '93.
challengers were able to keep up.
the election races.

And you'll see in '93, the

The challengers were able to keep up in

And in fact, if you look at the back of my testimony,

you will see that the eventual winners in the races -- for example, in the
third councilmatic district, public matching funds accounted for 48 percent
of the funds raised.

This is in the -- what color is this?

Pink.

In the 7th councilmatic district, we participated for 59 percent of the
funds.

In the 13th, 66 percent of the funds.

And finally, a young man who

owned a paint store, was a political unknown, ran against a 20-year incumbent
in the 15th councilmatic district, 88 percent of his funds were public
matching funds and he upset the incumbent.

So public matching funds made it

much more competitive than the city council race.

And, in fact, in many of

the races, there was not only one significant challenger; there were two or
three significant challengers.

In the Mayor's race, for all the reasons I've

said in the beginning, it made no difference at all.
When you have a wealthy candidate, the person who has to go against that
wealthy candidate is strapped.

What New York City does, is when you have a

wealthy candidate who spends above a certain limit, New York City then makes
the public matching funds two for one instead of one for one.
got to be done in any scheme because of the Buckley case.
someone from spending their own money.

Something's

We cannot stop

That's the question that was asked

over and over again in the Los Angeles race, is can you constitutionally
prevent a wealthy candidate from spending as much money as he or she wants?
And the answer is, under the current constitutional framework, clearly no.
So in answer to question number 1, maybe it's more competitive.

I think

the answer is clearly yes.
Question number 2, did it limit the amount of money spent and the
escalating funds spent?

The answer is clearly no, it did not.

Now we have a number of different ways of looking at the data and
massaging the data to show that in fact there may have been broader-based
contributors, but it did not produce the absolute amount of money spent.

We

think there are some reasons that explain that and that we think that public
matching funds certainly didn't cause that to happen but it did exist.
The third question that I asked is whether or not it broke the back or at
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least limited special interests.

We don't have all the data in yet because

we didn't, we weren't able to put on past elections on the computer.
think that it made much broader-based contributions.

We

And I'll give you one

quote from Rudy Svorinich who is the "boy city councilman", as we call him, a
very young man.

And whenever he sees .•.

SENATOR BEVERLY:
MR. BYCEL:

He's from my district.

From your district, right.

Bright, ambitious, bright, and

ready to go.
SENATOR BEVERLY:
MR. BYCEL:

It was a tough year for incumbents.

It was.

It was.

And what he says to me when he sees me

walking down the hall, he says you are my main contributor, meaning the
Ethics Commission.

And I think the people would rather have the Ethics

Commission and a campaign finance board be a major contributor than special
interests.

And again, we all know the definition of special interests.

It's whatever you're against.

The people who give to you aren't special

interests, but those who give to your opponent are special interests.

So I

think it has helped and I think it is working.
We are looking at ways to change the system in Los Angeles.

Like so many

things that go on the ballot, it needs cleaning up; it needs tuning up.
We're working on that now.

We're going to go back to the City Council with a

series of suggestions by way of ordinance that we can make it work better.
I think I have become a -- I wrote an article to the L.A. Times on what
the Wall Street bond brokers did in which they finally said "enough."

And I

think there will come a time when both legislators, candidates, people who
hold public office, and those who give it, will realize the system's totally
insane and that everyone would be better off if we had the limits and we had
a way of stopping the kind of endless fundraisers that you are forced in to
going to.
CHAIRMAN MARKS:
MR. BYCEL:

I'd like it retroactive.

Well, I heard that thought earlier.

That would be an

interesting -- I like the bookkeeping contract on that, Senator.

If you

decide to do that, please keep me in mind.
So we really believe that it's not pie in the sky, that it's not utopian,
that it's not anathema to the citizens.

We think, just like so many other

things that all of a sudden rise to the top of the agenda and then become in
the public consciousness and the law on public policies change, we think the
time is now for comprehensive campaign reform.
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And I think, as you've heard

Ruth Holton from Common Cause say, more and more Senators, more and more
Assemblymen, both sides of the aisle, realize that.
It's working.

It's not perfect.

There are problems.

But I think it's a living example.
reform.

L.A.'s a good model.
We have our critics.

It's the biosphere of campaign finance

It's alive and existing in Los Angeles.

I'd be happy to answer a brief, few questions before lunch and then your
staff is in communication with us at all times.
CHAIRMAN MARKS:

Thank you very much.

we appreciate your being here.

A brief question.

What was on the ballot, that same

SENATOR BEVERLY:

issue that had the Ethics Commission and the pay raise?
MR. BYCEL:
damn thing.

Well, as Ernie Bernardi likes to say, they confused the whole

There were three things on the ballot

SENATOR BEVERLY:
MR. BYCEL:

(laughter) (inaudible)

-- in '90 and it was quite interesting.

They put on public

matching funds in an ethics commission, and they also put on at the same time
a salary increase for the city council people, a substantial salary increase.
Far be it for me to say there were some cynics who believe that they put the
salary increase on in order to weight the whole thing down.

But the point

is, even with the salary increase, the people voted for it because I think
they essentially knew that it would mean campaign reform.
SENATOR BEVERLY:
MR. BYCEL:

What was the vote?

Fifty-seven percent, 56.9 to 42.8 or 9.

SENATOR BEVERLY:
MR. BYCEL:

Councilman Svorinich (inaudible).

He did, he did.

One other point I'm after, two losers,

long-term, Joan Milke Flores and Joy Picus, both who lost, still came to us
and said, if they ever had to do it again, the public matching funds made a
difference.

It meant they didn't have to dial for dollars so much.

didn't even have to hold the endless number of fundraisers.

They

So even the

losers in the system thought it was a far better way to go.
CHAIRMAN MARKS:
MR. BYCEL:

Thank you very much.

Senator, I appreciate it.

CHAIRMAN MARKS:

Trudy Schafer, League of Women Voters.

MS. TRUDY SCHAFER:

Thank you, Senator Marks and Senator Beverly.

I'm

Trudy Schafer representing the state's League of Women Voters in California.
And I do thank you for the opportunity to address the Committee today.

I am

sitting beside someone who said she wanted to come up and say, "here, here".
And I agree basically.

I think we've heard a lot of excellent testimony
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about the need for reform of campaign finance system all around our country
and I do hope that the outcome of it (inaudible).
Last May, the National League of Women Voters had a public community
forum for it simply to let constituents know about apathy and inaction and
what impact they had.

A thousand adults were asked how they perceived their

impact on national politics.

And I think it's interesting for us to note

that of that thousand, 82 percent of those polled said that an individual
citizen had some or very little impact on national policies.
said quite a bit or a great deal.

Only 16 percent

And, of course, as you can guess, who did

they think did have an impact or influence over government?

They said

lobbyists and special interests, 45 percent; 37 percent of them said wealthy
individuals and corporations; and a very disappointing 13 percent said that
individuals, grass roots organizations, and unions have an impact or
influence over government.
today.

So I think this just bolsters what we've heard

Today's testimony has shown, as we're all aware, that the costs for

running for office have reached astronomical heights.

And the influence of

campaign contributors, special interests have also reached astronomical
heights.

For reasons such as those mentioned, as Tracy Westen and Ruth

Holton have given in wonderful detail, the League of Women Voters believes a
comprehensive package of campaign finance reform (inaudible).

For at least

20 years, at least nationwide, our members have endorsed realistic
contribution limits, realistic spending limits and partial public financing
of campaigns.

And, of course, on a national level, campaign finance reform

is a major component of our big push for what we call "take back the system",
a series of reforms that will bring the system back into the hands of the
people.

These members were very active in signature gathering and in the

campaign for Proposition 68 and in opposition to Proposition 73, the only
time that we won and lost the same election.

We were, of course, co-

plaintiffs in the lawsuit that originally sought implementation of Prop. 68,
and we hope very much for a positive outcome in the current litigation to
cause Prop. 68 to go into effect.

Over the years, we have continued to

support comprehensive refbrm packages and whatever legislation has included
them.

Our focus is the success of last year's SCA 4 of Senator Keene's.

We

endorsed their bill, SCA 14, Senator Marks, and notes that it is basically
the same thing.

A constitutional amendment (inaudible), before the

Legislature, contribution limits, spending limits, partial public financing,
limits on off-year fundraising, and restrictions on transfers.
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And we're

very pleased with your statement you have given here that you will continue
your hard work on the package.
CHAIRMAN MARKS:
MS. SCHAFER:

(inaudible)

We give the Senator (inaudible).

Looking at the failure of

SCA 4, it has us concerned with our perception that it is very difficult to
usher a public financing measure through the Legislature.
possibility of innovative approaches (inaudible).

(inaudible)

But ultimately or

unfortunately we are disappointed (inaudible) contribution limits without
spending limits, and we are very skeptical about can't vote, can't
contribute.

So I would wish for what you and members of your Committee have

agreed to hear your visions with your colleagues in the Senate and all of the
Legislature.

I hope that you will look on this as a prime time for the

Legislature to overcome the bad publicity of the sting, the trials and to
make a significant contribution to (inaudible).
CHAIRMAN MARKS:

Thank you.

We appreciate your being here and appreciate

your comments.
Is there anybody here who wishes to testify who has not been heard yet?
Come forward.
MR. TIM NAPIER:
testify.

Thank you for having me, giving me the opportunity to

My name is Tim Napier.

I'm the Treasurer of the Ethics and

Compliance Project which has Proposition X on San Francisco's ballot, and I'm
also the Treasurer of the Citizens Against Proposition W, which is an
initiative on the ballot here in San Francisco.
I want to clarify some points which were made earlier so that you will
have a better understanding of what we're trying to do with our campaign
finance reform here.
I studied the Political Reform Act in the San Francisco Administrative
Code and looked at the FPPC's definitions of election accounts and
officeholder accounts.

And from what I understand, once an official wins an

election, they can use their election account as officeholder account.
you're also entitled to establish an account for future elections.

And

However,

the "Friends" account, as they are incarnated here in San Francisco, don't
really need these types of (inaudible), as the FPPC has outlined, and they're
there for what you might call a horse of a different color.

I don't see

anything in my readings of the FPPC rulings which give "Friends" account as
(inaudible) as they are presently incarnated.

In fact, there are candidates,

for instance, Supervisor Carole Migden, at one time had a current election
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account, a "Friends" account, and also a future election account, opened
these three accounts at the same time.

Tom Hsieh, for example, another

supervisor here in San Francisco, had an election account which half way
through his filing, because of a large lump-sum contribution, suddenly the
pages are retyped "Friends" account from that point on.

And that's an

example of an election account actually metamorphasizes into, into a
"Friends" account.

And, the reason this is so confusing is because there is

no regulation of these accounts here in San Francisco as they are incarnated
in these kinds of accounts.

And you have other issues (inaudible) Registrar

of Voters office which, according to San Francisco's Administrative Code, is
requiring to refer violations on to the City Attorney.
offhand that I have heard of her referring.

I don't know of any

But it is up to the Registrar

of Voters to really sit down and decide whether these expenses are
legitimate, these contributions are legitimate.

It's not spelled out in the

Administrative Code here in the City exactly what the duties are, the
Registrar has, regarding his account.
different color.

It appears to be an account of a

So it's between a rock and a hard place, so to speak.

In fact, I'll give you another example.

Here our Mayor Jordan has put a

proposition on the ballot called Proposition B which is welfare reform which
would do things like fingerprint general assistance recipients and other
things.

It's a very controversial measure.

Prop. B, a lot of the ballot arguments in the ballot book were paid for
out of Mayor Jordan's Friends account.

Now the Registrar of Voters said if

Mayor Jordan is a proponent of Prop. B and put it on the ballot, therefore
paying for ballot arguments out of his officeholder account constitutes
officeholder-related expenses.

But the Registrar goes on to say that this is

a gray area.
The problem is it's one big gray area.

The Registrar of Voters is

supposed to refer violators on to the City Attorney but in practice it
doesn't happen so they don't know how to interpret these regulations either,
the state regulations or Administrative Code as it refers to the "Friends"
Account.
Another example is Prop. W, which is our competing initiative on San
Francisco's ballot as opposed to Prop. X.
on the ballot at the last minute.

Literally, this initiative was put

One of the supervisors; Conroy went down

after the Registrar of Voters door had just closed and banged on the door and
threatened to subpoena the watch of the clerk in the Registrar's office if
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she didn't get this initiative on the ballot.

Unfortunately, Prop. W is just

a shell compared to what our initiative, Prop. X does.
violations, it can include up to removal from office.
ducks that provision.
per year.

Prop. X, for
Prop. W conveniently

It is sketchy in that has contribution limits of $250

It's actually $1,000 per election, and Prop. X would limit

election account fund raising to $500 per election.

And also, what is most

important, is that because it establishes an entirely new section of San
Francisco's Administrative Code, it is actually codifying the "Friends"
account as a specific legal means for the very first time here in San
Francisco, and this is something voters are not informed of or being told.
So now, whenever the Registrar of Voters has a question as to whether a
business expense is legal or new contributions are legal in the "Friends"
account, they can go right to the Administrative Code and read four or five
paragraphs, no regulation of what can or can't be done with this money.
Prop. W they say:

well, it doesn't say you can't do that.

again, it's one big gray area.

In

It's like I said

If you look in the voter's pamphlet, Prop. W

says, the title of it is, "Limits Officeholder Account."

The title should

really be "Established Officeholder Account" because that is actually what it
is doing for the first time.
SENATOR BEVERLY:
MR. NAPIER:

MR. NAPIER:

Is the City Attorney subject to election?

She has a "Friends" account (inaudible).
(laughter)

The Registrar is not?

(inaudible)

CHAIRMAN MARKS:
MR. NAPIER:

I'm curious.

Yeah.

SENATOR BEVERLY:

And do you have any questions?

Thank you very much.

Thank you.

CHAIRMAN MARKS:

Appreciate your being here.

I appreciate everybody being here.
hearing.

We think it's been a very good

We've heard a lot about campaign reform.

very good package.

Hopefully we'll develop a

Thank you very, very much.

Senator Beverly.
SENATOR BEVERLY:
finance reform.

Just for the record.

Nobody spoke in opposition to

I assume traditional opponents were invited.

---ooo---
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Exhibit A
Summary of Local Campaign Finance Ordinances and Proposals

Prepared by
Senate Elections and Reapportionment Committee Staff

SAN FRANCISCO
summary:
The San Francisco Municipal Election Campaign Contribution
Control Ordinance was first enacted in 1976 and most recently
amended in 1986. The ordinance covers all candidate elections
(primary, general and special) including Supervisors, Mayor, and
all other executive offices.
The primary function of the ordinance is to limit campaign
contributions. Contributions are limited to
$500 per person (individual, committee, or any group of people)
per election cycle (primary, general, or special). There is a
$250 limit on contributions for municipal runoff elections.
San Francisco supervisorial elections are conducted on at
at-large basis in even-numbered years.
Candidates receiving the
highest plurality of votes are elected at a single general
election. Run-off elections are held in odd-numbered years only
for those executive offices in which no one received a majority
in the primary.
Contribution Limits

$500 per election cycle.
$250 per municipal run-off.

Expenditure Limits

None

Public Financing

None

Transfers

Prohibited during campaign, but allowed
with surplus campaign funds

Off-Year Fundraising

Permitted

As a result of the contribution limits, most incumbents have
established "Friends" or "Officeholder" committees. These are
non-campaign committees and are therefore not subject to the
contribution limits.
In addition, non-campaign committees can
only be set up by elected officials. There are two ordinances on
the November ballot that attempt to curtail these committees.
Measure W was placed on the ballot by the Board of Supervisors
and would limit contributions to non-campaign committees to $250
per calendar year.
It would also prohibit acceptance of any
contributions by a non-campaign committee in the six months
preceding an election.
Measure X, placed on the ballot by initiative petition, would
simply prohibit all non-campaign committees.
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OAKLAND

Summary:
The City of Oakland Campaign Reform Act, adopted in 1993,
contains an interesting mix of both contribution and expenditure
limits. The act covers primary and general elections for Mayor,
City Council, City Auditor, and School Board Members.
The Act contains a unique voluntary expenditure limit that is
based on the salary of city council members and the Mayor. Upon
filing for office, candidates must agree or reject the voluntary
limits. There are different limits depending on the office and
type of election (primary or general).
For example, a city
council candidate can, if they accept the expenditure limit,
spend $50i472 in the primary (300% of the current city
council member salary) and an additional $42,060 in the general
(250% of a council member's salary).
If a candidate chooses to abide by the voluntary expenditure
limits, their contribution limits are more generous. These
candidates can raise $500 per person (individual, committee, or
group of people) or $1000 per broad based political committee per
election (primary or general). A broad based political committee
is defined as receiving contributions from at least 100 people,
contributes to five or more candidates, and has been in existence
at least six months.
A candidate forgoing the expenditure limits is restricted to
contributions of $100 per person or $250 per broad based
political committee per election. There is additional incentive
to abide by the expenditure limits. Any candidate who rejects
expenditure limits and spends more than 50% of the limit or has
an independent expenditure made on his or her behalf above
certain limits ($20,000, $40,000, or $50,000 depending of the
office) triggers a lifting of the expenditure limits for the
other candidates, however the other candidates can continue to
raise funds at the higher contribution limits.
For example, candidate A in a mayoral primary does not agree to
the expenditure limits ($240,000 or 300% of the Mayor's salary)
and either spends more than $120,000 (50% of the voluntary limit)
or has an independent expenditure made on his or her behalf above
$50,000.
Either of these actions would allow the other
candidates to spend more than the voluntary limit ($240,000)
while raising funds at the higher contribution limits of $500 per
person or $1,000 per broad based committee. Candidate A would
still be limited to the lower contribution limits of $100 and
$250 respectively.
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Oakland
Page 2
CANDIDATES ACCEPTING VOLUNTARY EXPENDITURE LIMITS

Contribution Limits

$500 per person per election.
$1,000 per broad based political
committee per election.

Expenditure Limits

City Council & School Board candidates
have primary limits of 300% of the
current salary of a city council member
(i.e., 3 x $16,824 or $50,472). General
election limits are 250% of the current
city council salary (i.e., $42,060).
City Auditor and Councilmember-at-large
have primary limits of 500% of the
current city council salary (i.e.,
$84,120). General election limits are
400% of the current city council salary
(i.e., $67,296).
Mayoral candidates have primary limits of
300% of the current mayor's salary (i.e.,
$240,000). General election limits are
250% of the current Mayor's salary (i.e.,
$2001 000) •

Public Financing

None.

Transfers

Allowed within contribution limits.

Off-Year Fundraising

Permitted.

CANDIDATES REJECTING VOLUNTARY EXPENDITURE LIMITS

Contribution Limits

$100 per person per election.
$250 per broad based political committee
per election.

Expenditure Limits

None.

Public Financing

None.

Transfers

Allowed within contribution limits.

Off-Year Fundraising

Permitted.
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SACRAMENTO

summary:
The Campaign Contribution Limits Code was adopted in October of
1992 and addresses the issues of contribution limits and off-year
fundraising.
The code applies to candidates for city council and
Mayor.
The code limits contributions to city council candidates to $500
per person (individual, committee, or group of people) for each
primary and each general election. Contributions to mayoral
candidates are limited to $750 per election. Contributions
received after an election are credited to the previous election
unless an incumbent has formed a new committee or redesignated
his or her old committee.
Off-year fundraising is limited to an aggregate of $10,000 per
year for city council candidates and $20,000 per year for mayoral
candidates. However, there is an exception made for campaign
debt.
If a candidate is in debt after an election, he or she may
collect funds in excess of the off-year limits until the debt is
retired, but still must abide by the contribution limits.
Contribution Limits

$500 for City Council.
$750 for Mayor.

Expenditure Limits

None.

Public Financing

None.

Transfers

Allowed within contribution limits.

Off-Year Fundraising

Aggregate limits of $10,000 per year for
City Council, $20,000 per year for Mayor.
Exceptions allowed for campaign debt.
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LOS ANGELES

summary:
Originally enacted in 1985, Los Angeles has one of the most
wide-reaching and ambitious campaign finance reforms of any local
jurisdiction in the state.
At the core of the Los Angeles law is a voluntary system of
public financing for citywide and city council races.
Candidates
who wish to obtain public matching funds must: 1) agree to abide
by expenditure limits, 2) meet certain minimum requirements for
contributions raised (a varying amount of money, depending on the
office, must be raised in contributions of $500 or less during a
prescribed period), 3) limit their own personal contributions,
4) be opposed by at least one other viable candidate (i.e.,
someone who has also qualified for matching funds or has raised a
set amount of money), and 5) agree to debate his or her
opponents. Candidates who meet the above criteria will have
contributions by individuals of up to $500 matched dollar for
dollar with public funds ($250 for city council races).
The ordinance, in addition to the voluntary public financing,
also contains mandatory contribution limits. Persons
(individuals, committees, or groups) may not contribute more than
$1,000 to citywide candidates and $500 to city council candidates
per election (primary or general) . Contributions to independent
expenditure committees are limited to $500 per calendar year per
committee. There is also a limit on the total amount a person
can contribute per election. A person may contribute no more
than a total of $500 multiplied by the number of city council
seats plus $1,000 multiplied by the number of citywide offices.
This overall limit also includes money contributed to independent
expenditure committees. The ordinance also limits the total
amount of money that candidates may raise from non-individuals
($900,000 for Mayor, $400,000 for other citywide offices,
$150,000 for city council per election).
If any candidate declines to accept matching funds and raises or
spends 50 percent of the applicable spending limits, both the
overall expenditure limits and the aggregate limits on
non-individual contributions are lifted for all candidates.

-5-

Los Angeles
Page 2
Contribution Limits

$1,000 per person .per election to
candidates for citywide offices.
$250 per person per election to
candidates for City Council.
$500 per person per calendar year to
independent expenditure committees.
Persons may not contribute more than a
total of $500 x the number of city
council races + $1,000 x the number of
citywide races.
Mayoral candidates may not accept more
than $900,000 from non-individuals.
Other citywide candidates may not accept
more than $400,000 from non-individuals.
City council candidates may not accept
more than $150,000 from non-individuals.

Expenditure Limits

Mayoral candidates accepting public funds
are subject to expenditure limits of $2
million for a primary and $1.6 million
for a runoff.
Candidates for City Attorney accepting
public funds are subject to expenditure
limits of $900,000 for a primary and
$700,000 for a runoff.
Candidates for City Controller accepting
public funds are subject to expenditure
limits of $800,000 for a primary and
$600,000 for a runoff.
Candidates for City Council accepting
public funds are subject to expenditure
limits of $300,000 for a primary and
$250,000 for a runoff.
Candidates declining matching funds have
no expenditure limits.
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Los Angeles
Page 3
Public Financing

Candidates abiding by the expenditure
limits can receive public matching funds
once they reach a threshold raised in
contributions of $500 or less totaling
$150,000 for Mayoral candidates, $75,000
for other citywide candidates, and $25,00
for city Council candidates.
Only
contributions from individuals up to $500
will be matched dollar for dollar.
Mayoral candidates can receive public
funds up to $667,000 in a primary and
$800,00 in a runoff.
Candidates for City Attorney can receive
public funds up to $300,000 in a primary
and $350,00 in a runoff.
Candidates for City Controller can
receive public funds up to $267,000 in a
primary and $300,00 in a runoff.
Candidates for City Council can receive
public funds up to $100,000 in a primary
and $125,00 in a runoff.

Transfers

Permitted to ballot measure committees,
political parties, or non-city
candidates, but prohibited to other city
candidates or independent expenditure
committees.

Off-Year Fundraising

Citywide candidates can raise funds 24
months prior to an election and 3 months
after.
City Council candidates can raise
funds 18 months prior to and 3 months
following an election.
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SAN DIEGO
Summary:
The San Diego Municipal Election Campaign Control Ordinance was
first enacted in 1973 and is one of simplest and most
straightforward of any local campaign finance ordinance in the
state.
The ordinance addresses contribution limits only. Candidates for
city office may only accept contributions from individuals in
amounts not to exceed $250 per election (primary or general).
Contributions from non-individuals (i.e., corporations, unions,
committees, and other organizations) are prohibited.
Contribution Limits

$250 per candidate per election.
Contributions can only be made by
individuals.

Expenditure Limits

None.

Public Financing

None.

Transfers

Prohibited.

Off-Year Fundraising

Permitted.
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Exhibit B

Los Angeles Ethics Commission Graphs and Charts
(Exhibits 1 - 5)

Los Angeles City Ethics Commission
BRIEF SUMMARY OF MATCHING FUNDS SYSTEM & CAMPAIGN SPENDING LIMITS
MAYOR
QUALIFYING PROVISIONS

MATCHING FORMULA

Candidate must mMt eec~ oithe loliowing proVISions:
(I) r - $150.000 (only firs1 $500 ot eac~ conlribution counts)
(2) receive these oonlribubons wi1hon 24 MONTHS ot election
(3) be opposed by candidate who has qualified tor matching tunds or
who has met S200.000 lhreshold
(4) agree to not contribute more !han $100.000/election !Torn
pomonel tunds to camp&Jgn

CITY ATTORNEY & CONTROLLER
OUAUFYING PROVISIONS

MATCHING FUNDS 1\VAILABLE

S 1 !or every $1 raised !Torn
individuals up 1o $500 indMdual
tor conlribubons raised within
12 MONTHS before election

MATCHING FORMULA

Candidate must meet eac~ of the toltowing provisions:
(1) raise $75,000 (only first $500 ot each con1ribution counts)
(2) receive these contributions within 24 MONTHS of election
(3) be opposed by candidate who has qualified tor malching lunda or
who hu met $1 00,000 threshold
(4) ag<aelo not contribute more !han $100,000/election !Tom
personal tunds to campaign

CITY COUNCIL
QUALIFYING PROVISIONS

Runoff

$667.000

$800.000

MATCHING FUNDS AVAILABLE

$1 tor every $1 raised !Tom

individuals up 1o $500 individual
tor contributions rllised wi1hin
12 MONTHS betore election

MATCHING FORMULA

Candidate must fnftl each ot the tollow1ng proVISions·
(1) raise $25.000 (only first $250 of each contnbution c""""')
(2) receive these contributions within 18 MONTHS ot election
(3) be opposed by candidate who ~.. qualified tor matching tunds or
who hu met $50.000 threshold
(4) ag<ee 1o not contribute more !han $25.000/election !Torn
personal tunds to campaign

Primary

Primery

Runoff

Primary

Runoff

$2.000,000

$1,600.000

$2,400,000

$1,920,000

EXPENDITURE LIMIT

Runoff

$350,000

$900,000

$700,000

St.080,000

$840,000

$300.000

$800,000

$600,000

$960,000

$720.000

$300,000

Controller

$267,000

MATCHING FUNDS AVAILABLE

Runoff

$100,000 $125.000

EXPENDITURE LIMIT

OFFICES

Arty candidate who takes matching tunds mus1 agree

I

EXPENDITURE liMITS,
INCLUDING 20% COMPLIANCE COSTS

Primary

Runoft

Primary

Runoff

$300,000

$250.000

$360.000

$300.000

NOTE

[ADDiTIONAL. i::iiJALJF'iiiiG PROVISION FOR N.J.

EXPENDITURE UMITS,
INCLUDING 20% COMPLIANCE COSTS

Primaty

City Attomey

Primery

EXPENDITURE LIMITS,
INCLUDING 20% COMP~ ;'NCE COSTS

Runoff

Runoff

ondMduals up to $250 individual
for contributions raised wi1hin
12 MONTHS before election

EXPENDITURE LIMIT •

Primwy

Primary

$1 for every $1 r-ITom

Rev 02/10193

EXPENDITURE CEILINGS ARE LIFTED IF EITHER OCCURS

(1) candidate who declines matching tunds exceeds spending lim~ lor !hat race;

to (1) abide by eJ<penditure limits and

(2) debate at least once in primery and twice in general

OR

...e

NOTE: This ehal1 is intended to be of,j)'-a summary oiihelaw. For clelloiled ~ .
[0. Angeles City Ct>arter section 313,
Municiplll Code section 49.7 1 et seq., and the City Ethica Commission's 'A Guide to Uncferstanding Loa Angeles City Campaign t.a-

EXHIBIT I

•

(2) inde_..:!ent eJ<penditure committee(s) spends more !han $200,000
in support of/opposition to nwyoral candidate: $100,000. City Aftomey or
Controller; Of' $5<', 'lOO. City Council eandidale.

EXHIBIT II

PREPARED BY THE LOS ANGELES CITY ETHICS COMMISSION

FUNDRAISING PATTERNS 1989 AND 1991
CITY COUNCIL CANDIDATES ONLY
CUMULATIVE FUNORAISING BY REPORTING PERIOD
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EXHIBIT III

PREPARED BY THE LOS ANGELES CITY ETHICS COMMISSION

FUNDRAISING PATTERNS, 1993
CITY COUNCIL CANDIDATES ONLY
CUMULATIVE FUNDRAISING BY REPORTING PERIOD
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EXHIBIT IV

1993

MATCHING FUNDS RECEIVED AS PERCENT OF OVERALL CONTRIBUTIONS
1993 Primary Election Candidates for Los Angeles City Council Who Received Matching Funds
[Figures shown through June 30, 1993]

COUNCIL
DISTRICT CANDIDATE

MATCHING FUNDS MATCHING FUNDS A
RECEIVED
% OF TOT. CONTRIBS

TOTAL REPORTED
CONTRIBUTIONS

TOTAL REPORTED
EXPENDITURES

CHICK, LAURA
PICUS, JOY
ZINE, DENNIS P.
LAKE, LAURA

$146,259.78
$159,485.77
$42,359.86
$83,085.06

$237,397.83
$230,719.02
$80,856.56
$142,726.83

$69,86;.oo
$75,920.00
$24,101.00
$45,930.00

48
48
57
55

$46,791.42
$55,778.00
$83,485.00
$64,455.00
$76,212.84
$51,788.90
$152,026.15
$218,719.99
$44,310.00
$96,653.00
$55,767.61

$94,184.04
$79,323.00
$109,102.00
$86,279.04
$118,627.32
$76,360.70
$243,615.91
$318,381.20
$63,346.50
$147,008.56
$106,005.15

13
15
15
15
15
15

WEINSTEIN, MICHAEL
FLORES, JOAN MILKE
FURUTANI, WARREN
HAHN, JANICEK.
MIDDLETON, DIANE
SVORINICH, RUDOLPH JR.

$96,130.16
$220,174.00
$266,288.00
$115,982.75
$132,580.96

$140,859.64
$301,789.18
$263,629.00
$193,120.58
$181,348.31

$27,708.00
$21,031.00
$29,470.00
$16,609.00
$39,280.33
$29,538.00
$100,000.00
$100,000.00
$21,115.00
$48,674.00
$41,998.50
$47,129.75
$78,429.00
$100,000.00
$54,328.00
$61,190.00

59
38
35
26
52
57

13
13
13
13
13

ALARCON, RICHARD
CHASE, LEROY
DIB, ALBERT
HALL, LYLE
MAGANA, RAY
PRITIKIN, DANIEL W.
GOLDBERG, JACKIE
LABONGE, TOM
MAMRIL, EFREN
RILEY, TOM
TERRAZAS, CONRADO

$63,331.00

$134,822.60

$55,837.00

88

3
3
3
5
7
7
7
7
7
11

EXHIBIT V

66
46
48
50
75
49
36
38
47
46

